How a Big Bank Plans Its 


Investments 


By LEONARD P. AYRES 


Vice-President, Cleveland Trust Company 


Pig Iron Blast Furnaces Afford a Reliable Indicator of the 


Condition of Business and Foreshadow the Top or Bottom 


of Stock and Bond Prices. 


Reveals System by Which Banks 


May Gauge Effects of Demand for Money on Security Prices. 


HERE are in this country a number 

of firms, old and well established, in 

industry, manufacturing and com- 

merce, that have attained over a 
series of years a reputation for exceptionally 
successful administration of their business. 
It has been noted by their competitors that 
generally, over the year, they were suc- 
cessful in making their large purchases when 
the prices of their materials were low, and in 
undertaking their extensive selling cam- 
paigns when the prices of their materials 
were high. These firms purchased, when 
they could do so with exceptional advantage, 
at the bottom of business swings, and thus 
found themselves at the end of periods of 
prosperity with little material on hand that 
was apt to deteriorate in value. 

Clearly, this is such a policy as all of us 
would like to be able to follow in connection 
with banking and investments. For, after 
all, the goods in which the bank or the in- 
vestment house deals are very much like the 
goods in which other houses deal. It would 
be highly desirable if we knew how to buy 
when “low” and when “high” and how 
to avoid having at the end of one of those 
periods of high prices, a large amount of 
material on our shelves, which would de- 
teriorate in value during the succeeding lew 
swing. 

A large company which manufactures ra- 
diators has for years enjoyed a real reputa- 
tion, among firms dealing with iron and steel 
products, for customarily buying raw mate- 
rials which it consumes when the pigiron 


market is low, and by making them up into 
products for sale when the market is rising 
or high, 


Can Banks Profit? 


S it not possible for banks to do some- 
thing comparable in their purchases and 
sales of stocks and bonds? Can the swings 
of business up and down be foretold so that 
banks may plan their investments in such a 
way as to profit from the rises and falls in 
the market? 

There is one rule that may be relied upon 
with great confidence. Whatever the general 
condition of business is, it won’t stay there 
long. If it is high, it won’t remain high very 
long. If it is low, it won’t stay there so very 
long. Whatever it is, it is going to change 
pretty soon because business is like the tides 
—it goes through long swings from depres- 
sion to prosperity and back to depression. 
The waves may differ in length and ampli- 
tude but we may be confident there will con- 
tinue to be waves. 

The problem is to take advantage of these 
waves in our own business so that we may 
make otir purchases when the tide is low, and 
take advantage of those purchases when the 
tide is high. 

It is not enough to know that business is 
normal—it is more important to know 
whether business is at normal on the way 
down or at normal on the way up; 
whether it is in the middle of one of the 
long fundamental swings, or whether it is 


63 


merely at one of the small and unimportant 
fluctuations in those swings. This whole 
matter may be likened to the tides. We have 
the great tides of business from depression 
to prosperity and back to depression. In the 
tides there are waves which are smaller 
than the big movements, and in the waves 
there are ripples which are smaller still. 
What we have to do is to distinguish be- 
tween the major movements of the tides and 
the minor movements, which may be likened 
to the waves, and within that once more, the 
still smaller movements which are the ripples 
in the waves. 


The Slowing Up Process 


T is necessary to distinguish between these 

because the fundamental rule is that when 
we do go into one of these periods of depres- 
sion, money accumulates in the banks, less 
money is used by manufacturers and mer- 
chants to buy materials, working forces are 
cut down and payrolls become smaller. The 
businessman finds that he can come to his 
banker and pay off the loan that he required 
a while ago to carry on his operations. 
Money begins to accumulate in the banks as 
business goes down. Pretty soon interest 
rates fall and because interest rates go down 
security prices begin to move up. This 
process goes on, business recovers once more, 
the manufacturers and the dealers find that 
they need to buy more materials, expanding 
business requires them to take on more work- 
men, their payrolls begin to grow larger and 
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they come back to the banks to obtain loans 
to carry on the enlarging business. As the 
demand for loans increases, interest rates 
begin to get a little higher and work upward 
to higher levels. Security prices begin to go 
a little lower and a little lower. So what we 
really need to know is this: Where are we 
in the general swing of industry? In what 
direction are we moving ? 

And, after this has been determined,’ what 
kind of a rule can we formulate to show how 
soon this matter of interest is going to fol- 
low in the wake of the business swing? 

It has been our experience that this can be 
done with a considerable degree of reliability. 
It can be done in terms so simple that all 
who are interested in investments can use 


the rules. 
The Real Index 


HERE exists one commodity _ that 

is a real index of general business. In 
my judgment, it is the actual production of 
pigiron. All economists, who have inves- 
tigated the problems of the business cycle, 
have found out over a long period of years 
that the production of this basic commodity 
is one of the important indexes of general 
business and particularly of industry, for 
iron in recent years, particularly in America 
and in only less degree in other countries 
throughout the world, has become truly the 
universal metal. All of us use, whether we 
realize it or not, great and increasing quan- 
tities of iron. It is in the frames of our 
buildings, in the motors of our automobiles, 
in our typewriters—in almost everything we 
use. And so it has come to be true in this 
country, when the output of pigiron in- 
creased we were in or going into a period of 
activity—which is prosperity—and when the 
production decreased, we were going into a 
period of depression—quiet business. 

Pigiron is really the fundamental indicator 
of the swings in industry. With these swings 
in industry come the swings in transporta- 
tion and in commerce and in trade. 


When industry is active and its demands 
are increasing, the firms which manufacture 
pigiron have to blow in more of their fur- 
naces. When times are dull, they close down 
their furnaces until the relative number in 
operation is small. Reviewing their past op- 
erations over a long period of years, it was 
found that when business is booming the 
furnaces come in more and more until as 
many as 85 per cent of the total are operative 
and turning out pigiron. In a period of de- 
pression, the iron makers let them go out 
until as few as 30 or 35 per cent are in com- 
mission. 


Finding the Normal 
BY taking the good years with the bad, 


we found that the average percentage 
operating is 60. In this way we arrived at 
the rule that when less than 60 per cent are 
operating, the country is in a period of slow 
business; when more than 60 per cent are 
operating, times are prosperous. 

The easiest and best way to tell where we 
are in business, at any given moment, and in 
which direction we are moving, is to find out 
what proportion of the blast furnaces are 
operating, what proportion has been in the 
past and which way they are moving from 
month to month. These figures are readily 
obtainable from any of the periodicals cover- 
ing the conditions in the steel and iron indus- 
try. It is a simple matter to draw a curve 
showing the swings in blast furnace opera- 
tions. 

The rule is that when business crosses 60 
on the way up, that point is likely to be a 
time for the sale of securities. When it 
passes the 60 point on the way down, the 
time for the low prices of securities has been 
reached, and hence the time for purchasing 
has arrived. 

If above this line we should chart curves 
showing the prices of 20 high-grade in- 
vestment bonds and 24 high-grade common 
stocks, it would be possible to test out the 
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Diagram showing the movements of stocks and bonds and the blast furnace operations 
since 1892. This affords a graphic representation of the fact that when industry 


falls below normal, interest rates decline and bond and stock prices rise. 


Where 


the blast furnace line crosses the 60 line on the way down dashed vertical lines have 
been drawn up to the stock and bond lines, crossing these lines at points where the 


prices of both sorts of securities were lowest. 


Where the blast furnace line crosses 


the 60 line on the way up dotted lines have been drawn up to the stock and bond lines, 
hitting the high points for these securities 


theory and see whether, in 
it worked out. This conventional picture 
of business would show, at any given 
time, the percentage of blast furnaces in op- 
eration, the average price of the bonds and 
the average quotation of the stocks. 

Testing it out during a time of general 
business prosperity, the furnace line crossed 
60 going down. A line was drawn up to 
that point and it hit the exact bottom of the 
stock market. Therefore, when business 
crossed normal going down, it was the right 
time to buy stocks. When the line was car- 
ried up to the bond curve it hit the exact 
bottom of the bond market and that was the 
time to buy bonds. 

On this chart there are three things indi- 
cated: First, where general business is and 
which way it is going; second, what this 
does to the security markets, and third, that 
over these great swings the bond and stock 
markets tend to move together—and without 
the leads and the lags that we have read 
about. 


actual fact, 


Knowing the Turning Point 


LL who have to do with the investment 
policies of institutions will realize that 
not only is this sort of material of value if 
a bank wishes to buy or sell but that, if it 
knows the turning points—if it can be sure 
when the bond market is high—it can seize 
the opportunity to sell long-term bonds 
which go through these swings and, at that 
period of high prices, can shift to short-term 
bonds, which do not lose much in a falling 
market. Thus, if a banking institution 
should buy the very highest grade of securi- 
ties at their low points and hold them until 
they got to the high point; then change 
those high grade long-term bonds into equal- 
ly high grade short-term bonds, it could still 
have its reserve in securities of equal quality 
so that when the next low point was reached, 
it would have lost substantially nothing on 
the way down. 

In other words there is a possibility for 
banks and investment concerns to take ad- 
vantage of the increases and not be penalized 
by the decreases. This is the reason why it 
is of great importance to anyone who has to 
deal with these purchases and sales of bonds 
to know what these turning points are and 
when they may be expected to come. 

While these matters may seem highly the- 
oretical, they have been used in actual prac- 
tice with good results by the bank with 
which’I am associated. 


An Actual Experience 


Ov bank, like many others, found itself 
at the period of low bond prices in 1920 
and 1921 with a very large secondary re- 
serve of high grade bonds. It was agreed 
by the president, our executive committee 
and the directors that when the time came 
when these bonds were once more at a high 
point a large volume of them should be 
turned into liquid securities or cash. But 
the question was as to when we would know 
when the high time comes. 

After going through a long period of 
study, it seemed from all of the indicators 
that the time to sell bonds, then in the sec- 
ondary reserve, would likely come in Sep- 
tember of 1922. In order that there might 
not be any question about that later on, we 
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published an economic report setting forth 
the reasons why it was believed that the bond 
market was going to be at its high point dur- 
ing that month. The reasons were based 
pretty largely on the pigiron production rec- 
ords. Arrangements were made, well in ad- 
vance, for the sale of the bonds, and our 
bank did sell seven million dollars worth of 
the very highest grade of bonds out of the 
secondary reserve. 

The operation proved fortunate. In due 
time, however, our bank wanted to buy back 
bonds. By working over the same material, 
we arrived at the conclusion that the first 
week in October of 1923 would be the pro- 
pitious time. A careful buying campaign 
was set up and our bank started to buy be- 
fore October and kept on through the period. 
Heavy purchases of bonds were made at that 
time and they have been going up since that 
date. 

But when it was decided months ahead that 
our bank would sell large volumes of bonds 
in September, this did not mean that we were 
going to sell them all in one day. It meant 
that the selling would begin in August and 
run on through September and into October, 
which was done. 


Keeping Up the Record 


UT how did we know which bonds we 
were going to sell or buy on any 
given day? 

Long ahead of time a very careful card 
record of each holding was started. These 
were kept up to date, week by week, and, as 
the time approached, day by day. Each 
card, 8% by 11 inches, ran over two years. 
Running across each record card is a black 
line—showing the average market prices of 
ten of the highest grade bonds of such a 
type as the bond under consideration. This 
line is charted so that we may have some- 
thing with which to compare the actual price 
curve of the bond in question, whose record 
is put down in blue. By observing whether 
the bond runs parallel, below or above the 
ten high grade bonds, it is possible to see 
whether it is doing better or worse than 
the standard. Thus, it would not be pos- 
sible for one of the bonds of which we keep 
a record to do anything different from what 
the rest of the bond market is doing without 
our noting it. For, as soon as we find that 
one of them is acting differently, we start 
an inquiry to find out why it is. If we were 
trying to find out what bonds to sell today— 
or next week, we should sell those bonds 
sticking their lines up a little more than the 
general average. If they were down some- 
what from the general average we very 
likely would get rid of them. The result is 
that we keep in our portfolios only those 
bonds doing at least as well as the average 
and, if possible, better than the average. 

When we go in the market we buy those 
that are a little lower than the average, pick- 
ing them out week by week. By watching 
the offerings closely it is frequently possible 
to save a point or a point and a half. 
Profit can be made by selling each week those 
that are a little better than the standard with 
which they are compared. A red line is 
drawn across the card, showing the price at 
which the bond was purchased. Whenever 
the blue line goes above the red we know we 
have a profit. 


Blasting a Theory 


HERE is a widespread impression that 

bond and stock prices do not move to- 
gether, but that there is a lag between the 
movements. Perhaps this is because books 
on economics, and particularly on the busi- 
ness cycle, have informed us that in a chang- 
ing market bond prices move first, followed 
by stock prices; that bonds reach their high- 
est points earlier and tend to find their lowest 
levels earlier. But the plain fact is that over 
a long period of years the records show that, 
despite fluctuations, the tendency is for the 
low of the stocks to come with the low of the 
bonds, and the high of the stocks with the 
high of the bonds. 

One of the most important inierences to 
be drawn from the study of these movements 
is the tendency of both sorts of securities to 
move together. The theory that what stock 
prices do is to discount the future of business 
because, in some mysterious way the aggre- 
gate knowldege or ideas of the thousands of 
men dealing in stock margins foretells the 
future, must be thrown into the discard. 
What stocks are doing is not discounting 
general business. The stock market has no 
secret or occult insight into general business. 
What the stocks are really doing is to move 
in accord with the pressure of easy money 
or tighter money in the swings of general 
fundamental business conditions. 

Business in America swings from the peak 
of prosperity down through the slough of 
depression and back to the peak of prosperity 
on an average of about 40 months—or every 
3 1/3 years. 

A recession in the prevailing level of bond 
prices is not to be expected until we have 
tighter money conditions. Until there is a 
distinct upturn in business, it is not reason- 
able to expect tight money. 


Different in Stocks 


HE situation is somewhat different in 
the stock market. Stocks have never 
been low in this past period and they are not 
only relatively high now but they have been 
high all during this period. Should they go 
on rising during all the rest of this year or 
in the next, it seems clear that this would 
mean a greater rise than the one in 1921 and 
The present situation in the stock market 
may be said to be a contest between easy 
money and bad news. Up to date, easy 
money is winning out. Every new item of 
information that we get about the funda- 
mental business condition is a depressing 
rather than an encouraging piece of intel- 
ligence. In other words, the most of the 
business news coming in, all in all, is bad 
news. Yet the stock market keeps on rising ; 
not because it is discounting the future but 
because the stock market, like the bond mar- 
ket, is acting in conformity to the impélling 
force of the money market behind it. We 
are technically in a “bull” market, but it is a 
dangerous market. It is too high and it was 
too high when it started. 

As to the bond market, however, we may 
be fairly clear in our minds that despite 
temporary intervening lapses, we are in a 
rising market for bonds—a market that will 
continue to be strong as long as the money 
rates are low and a dangerous market when 
the pigiron furnace curve begins to go up 
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and looks as though it were getting toward 
the 60 point mark on the way up. 


The Future Outlook 


B' what as to the present? 

We are now in a period of dull busi- 
ness—so dull that later on when we shall 
look back on the present times we doubtless 
will refer to it as a period of depression. 

The other day when the blast furnace fig- 
ures came out only about 39 per cent of all 
the furnaces in America were in blast. This 
is distinctly less than 60 per cent. While the 
present percentage is not so low as the in- 
dustry reached during the very great depres- 
sion of 1920 and 1921—and we may be sure 
that it will not sink so low because that de- 
cline was most exceptional—it is as low a 
point as was hit in the dip after the end of 
the war in 1919. 

It is almost as low as was reached in the 
very considerable depression in 1914, and 
nearly approaches the low point of the de- 
pression in 1908. It would be quite within 
the truth if one said at the present time that, 
insofar as this indicator is concerned, the 
country right now is at a depressed level. 

Almost daily reports appear in the finan- 
cial columns to the effect that “business is 
coming back.” At the present time it is 
more commonly noted that it is coming back 
in September. The record, based on the pro- 
portion of active furnaces, would not indi- 
cate anything of the sort. It seems entirely 
unlikely that this line now down to 39 as 
compared with 60 as normal, is going to get 
back to normal by September, or for that 
matter, October or November. Indeed, it 
may reach its lowest point in one or two 
months but it seems entirely unlikely, tak- 
ing all the other circumstances into con- 
sideration, that the blast furnace line is going 
to work back to 60 before well into 1925. 

The inference might well be drawn that 
we are still in a rising market for bonds. It 
is unlikely, however, that they will go on up 
with the rapidity they showed a while ago. 
They cannot go up all the time as fast as 
they did during that memorable advance. 

The rules which have been laid down af- 
ford a general basis for deciding whether or 
not industrial business is below average or 
above average and provide a means of know- 
ing ahead of time what the broad effect of 
this situation is going to be on the demand 
for money, and, because of that effect on 
the demand for money, on the prices of 
securities in the open market. 


"= Convention Calendar 


STATE 


DATE ASSOCIATIONS PLACE 
Sept. 4 Delaware .......... Rehoboth 
Sept. 11-12 Indiana .......... Indianapolis 
Sept. 12-13 New Mexico .... Albuquerque 
Sept. 19-20 Nevada ............000- Elko 
Sept. — Kentucky .......... Louisville 
Sept. — Wyoming ........... Riverton 
Oct. 22-23 Nebraska ............. Omaha 
Oct. 2425 Arizona .......2.2... Prescott 


OTHER ASSOCIATIONS 


22-24 Investment Bankers Association, 

Cleveland, Ohio 
Sept. 29-Oct. 2 American Bankers Associa- 
tion Chicago, IIl. 


Sept. 


Arousing Dormant Accounts By 


Direct Mail Methods 


By FREDERICK P. H. SIDDONS 


Assistant Secretary, American Security & Trust Co., Washington, D. C. 


Response to Carefully Planned Campaign Proves Gratifying. 
Literature to be Sent to Those Whose Balances Range From 


$5 to $1,000. Lists Should be Checked Carefully. 


Checking 


Accounts Are Susceptible to Development by This Method. 


HE dormant account is the inactive 

one and many bankers regard it as 

dead with no chance of improvement. 

This is not true, however, because in 
the past few years the possibilities of its de- 
velopment have been acknowledged. One of 
the foremost mediums of arousing and im- 
proving it has been direct-by-mail adver- 
tising. 

Unfortunately, dormant accounts will not 
respond in every bank to the direct-by-mail 
appeal, due, I believe, to those responsible 
for putting the plan into effect. Its failure 
in some instances has relegated this form of 
advertising to the class of unnecessary bank 
expenditure, and caused it to be considered 
by some bank officials as a useless waste of 
money. It can be made so through the very 
frequent slack methods of some institutions 
which adopt it. To make it successful, the 
individual bank must consider every phase 
of it as seriously as an every day bank 
problem. If this is not done, failure is ap- 
parent, and even should results appear, they 
would be small compared with the real gain 
made when utmost care is taken in handling 
the plan. 

Our experience has shown that in deciding 
whether or not direct-by-mail advertising 
should be introduced into a bank, the follow- 
ing points must be considered: cost, type of 
material to be used, facilities for handling it, 
number of ledger accounts requiring treat- 
ment and cooperation on the part of the staff. 


Consider Entire Cost 


OO frequently, the entire cost of a 

direct-by-mail campaign is not thorough- 
ly discussed, consideration being given only 
to the amount which will have to be appro- 
priated for the purchase of literature. This 
is a mistake; other items, such as postage, 
stationery, and clerical help, must be con- 
sidered. A bank should not feel that the less 
the cost the better the chance of making the 
campaign a success. The cost of the mate- 
rial is naturally a big item, and often a bank 
will not purchase, or even produce in its de- 
partments, the best because the expenditure 
is too high. This, too, is a mistake. Folders, 
for example, for developing dormant ac- 
counts can never be too good, and if the best 
series are sent out by a bank, success in a 
majority of cases is assured. Instances have 
arisen, however, in which a bank has pur- 
chased folders, and never thought about how 
they were to be distributed. Our experience 


has demonstrated that it is easy to collect 
material; but if a bank has not the proper 
assistance, or considers the method too ex- 
pensive, it should not advertise in this way. 

In order to determine whether or not we 
had the necessary savings accounts on our 
ledgers for development, we found it well to 
divide them into the following classes: $1 
to $4; $5 to $25; $25 to $50; $50 to $100; 
$100 to $200; $200 to $500; $500 to $1,000; 
$1,000 to $3,000; $3,000 to $5,000; $5,000 
and up. We separated the accounts accord- 
ing to this classification and we sent litera- 
ture only to those whose balances were be- 
tween $5 and $1,000. Our efforts to improve 
checking accounts were made by taking the 
accounts which averaged $200 and below. 
This division, in general, will determine the 
amount of the order for folders. 

Having decided upon the cost, the facilities 
on hand, the type of literature, and the 
amount to be ordered, it is helpful to secure 
the support of the entire staff for a cam- 
paign. Too often the work has not the 
united support within, and this will not 
create the best impression, should customers 
realize it. 


Do Not Duplicate 


FTER the decision to use this form of 
advertising has been reached, we find 
that several factors must be considered be- 
fore arranging the mailing lists. It is not 
well to duplicate names or to send the same 
material to different members of a family. 
One folder to a home will be passed around 
and often read by all. 

During the course of a campaign, a large 
number of names will be eliminated for vari- 
ous reasons. To avoid a reduction in the 
lists, it is necessary to have a surplus avail- 
able as a replacement for those taken off the 
list so that all of your material can be dis- 
tributed monthly. 

By all means the banks should use the two 
cent envelope, because it places squarely be- 
fore the recipient the importance which it 
attaches to the literature, and it should print 
a post office box number on the envelope. 
Many people are not anxious to divulge to 
any one their financial status, and so it is a 
bank’s duty to hold in confidence their bank- 
ing relations with their customers. 

After the campaign has started, the bank 
should be certain to have it properly super- 
vised, and to have a daily check made against 
its lists, eliminating the following: Closed 
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accounts, cards of deceased, cards of mail 
returned if no new address is found, cards 
taken out for miscellaneous causes. 

Finally, the bank must not attempt to. 
force its direct-by-mail material upon any 
who do not want it. Rather it should try to 
ascertain the reason, and carefully point out, 
if possible, the purpose for which the mate- 
rial had been sent. This may result in keep- 
ing the person’s name on the list. The best 
method of checking the results of a direct- 
by-mail campaign is very hard to determine, 
but a six months’ and a year’s check of bal- 
ances are essential. 

I have already made the suggestion that 
material should be sent only to accounts be- 
tween the classes of $5 and $1,000. When 
the bank makes its six months’ check, it will 
find that some accounts have shown progress 
and have increased, even reaching the class 
of $5,000 and above, while others have fallen 
into the $1 to $4 class. It should not elimi- 
nate these $1 to $4 accounts, but instead, 
should see whether they remain the same at 
the end of twelve months. However, ex- 
perience has shown that these accounts 
should not be included in the lists at the 
start, for they will not respond to direct-by- 
mail advertising. 

When a loss is shown the bank should 
make a very exhaustive study of the reasons. 
It may be that its material is not good, or 
that its campaign has been introduced at a 
time when business is slack. I believe that it 
can safely be said that if these campaigns 
have received every care, it is impossible not 
to show a gain in direct-by-mail advertising. 
If losses continue to occur and the bank can- 
not find the underlying causes, it should dis- 
continue this method of advertising. 

To determine the cost of a campaign of 
this character is not hard, but to ascer- 
tain whether or not a profit has been made 
is difficult. I believe every angle of the plam 
should be discussed with the auditing depart- 
ment, which can assist greatly in determining 
the percentage of profit or loss. 

In tracing the methods to be adopted im 
getting the dormant account to respond 
through the direct-by-mail appeal, I have 
tried to bring out only the most important 
points. In observing the manner ir 
which some institutions have applied this 
plan in the past few years, I have noticed 
that great carelessness has crept in, both in 
the supervision of the campaign and in the 
type of literature used. 


Thrift in Its True Setting 


By W. R. MOREHOUSE 


Vice-President, Security Trust & Savings Bank, Los Angeles 


Folly of the “Save For Old Age” Gospel. Dramatizing the Incen- 


tive for Saving Will Produce Most Satisfying Results. 


Avoid 


Scarehead Quotations and Emphasize the Benefits to be Derived 
Warning Investors Against “Long Shots!” 


From Thrift. 


HRIFT is a much abused and 

much misunderstood term. To many 

bankers and to a large percentage 

of people it is regarded as some 
kind of a panacea or ameliorative for the 
worries and ills of old age. 

What could be more objectionable to 
every red-blooded young American than to 
be repeatedly admonished that unless he 
saves now, he is destined to spend the clos- 
ing years of his life in the poorhouse? As 
a matter of fact, even the man who has 
reached his prime is not alarmed by the 
old age gospel of thrift. It is only natural 
that all those who are on the ascending side 
of life should feel that there are many years 
of good health and prosperity standing be- 
tween them and old age. Besides, statistics 
show conclusively that they have only one 
chance in twenty of reaching an age when 
they may be physically too old to earn some 
kind of a living. 

Past experiences in thrift work has 
proved that the “old age” bogey is making 
practically no impression on persons on the 
sunny side of the prime of life, nor are they 
made to feel financially insecure by certain 
thrift pictures used by banks as a warning; 
for example, the picture portraying a for- 
lorn looking old man, crumpled up on a 
bench in a city park, hungry, dejected, for- 
saken and sick. This picture and others of 
the scarecrow variety, which indicate that 
happens to those who do not save, are not 
one-tenth as interesting to the average red- 
blooded American as the comic strip in the 
newspaper, nor do they make as forceful 
impressions. 


Fire and Brimstone Pass 


HE average man’s plans do not penetrate 

decades into the future and for this reason 
he has no occasion to be anxious over his 
financial condition 40 or 50 years later. 
Besides, the philosophy of the average 
American has materially changed in recent 
years. The man of today does not reason 
along identical lines with the man of 50 
years ago. “Times have changed” we are 
told. Camp meeting days are over. The old 
fashioned exhorter who preached in no un- 
certain terms hellfire and condemnation in 
an effort to freighten sinners from the wrath 
to come, has been displaced by the modern 
evangelist who extends a cordial invitation 
to his hearers to enter the Christian life here 
and now, not in order to escape hell, but in 
order that they receive showers of bless- 
ings, and the assurance that ultimately they 
will make a triumphant entry into the New 
Jerusalem above, with its gates of pearl and 


its streets of gold, and its white robed choir 
of those who have been redeemed. 

The modern preacher knows by experience 
that his success in winning souls depends 
more on how beautifully he paints the 
blessings of a Christian life, and how attrac- 
tively he portrays the reward in Heaven, 
than it does upon how vivid he describes the 
tortures of hades. The same rule applies 
to thrift. It must be made attractive, not 
because of what it will do to insure old age 
comfort, but what it will do here and now 
to assure the saver that all is well with him. 

The average person isn’t concerned about 
his financia! condition twenty to forty years 
later. He is too much absorbed in meeting 
present requirements, getting his business on 
its feet, to take such long shots—besides 
old age problems are still a long way off. In 
order to interest him in thrift he should be 
approached from the angle of what thrift 
will mean to him as he goes along—how 
by saving he can expand his business, im- 
prove his home, dress better and take a va- 
cation, and at once he is interested in thrift. 
Avoid charts which call for long shots. 


Abusing Thrift 


& an example of the abuse to which thrift 
is subjected, is the use made of certain 
quotations said to be the utterances of great 


Thrift Up-to-Date 
[° the banker doing as much 

to promote thrift by sounding 
the “save for old age’ warning 
as he could by emphasizing the 
benefits to be derived by saving 
and spending while enjoying 
life? The author of this thought- 
ful article thinks the savings 
banks should dramatize the in- 
centive for laying money aside by 
pointing out the joys that the 
accumulation of dollars will 
bring. “Thrift, according to the 
modern view, is not a bogey- 
man, or a goblin that will get you 
if you don’t look out, or a fire 
brand with which to drive the 
wolf of hunger and poverty from 
the door, but a highway that leads 
to contentment, happiness and 
success.” 


men. “If you want to know whether you 
are destined to be a success or a failure in 
life, you can easily find out. The test is 
simple and it is infallible—Are you able to 
save money? If not—drop out—you will 
lose.” 

If a man’s career depended for success: 
on one achievement, and that the accumula- 
tion of money, then, of course, such a start- 
ling statement as the one just made is cor- 
rect, but success in life is not confined ex- 
clusively to the accumulation of money. In 
fact, history discloses that many of our 
most successful men and women have died 
poor. Today, as in former years, there are 
thousands upon thousands of men and 
women who, although poor in worldly pos- 
sessions are immensely rich in a knowledge 
of the arts and sciences, in mechanical skill 
and in inventive genius. Should these men 
and women drop out because they have not 
saved money? 


National Comparisons 
Unfair 


familiar bugaboo which many 
advocates of thrift use to freighten 
people into becoming thrifty, is a table 
showing the relative position of the principal 
nations of the world, arranged on the basis 
of percentage of savings accounts for each 
1000 population. 


Australia 

New Zealand .. 
Switzerland 
Denmark 
Sweden 


Germany United States ...114 


This table shows the United States in 
twelfth place. “What a disgrace that this 
prosperous and money mad nation of ours 
foots the list,” is what certain thrift advo- 
cates are telling their listeners. 

Let us get down to brass tacks and face 
the situation squarely. Without disputing 
the correctness of this table, let us consider 
it from an angle seldom touched upon by 
those who use it as a goad to greater thrift 
in America. 


Consider the Amount 


[= us ask what constitutes a savings ac- 
count? Would a balance of a mark, a 
franc, a yen, a pound sterling, or an Ameri- 
can dollar be sufficient to classify as a sav- 
ings account? If more is required how much? 
Apparently the statistician who compiled 
the preceding table made no distinction be- 


.566 Belgium ........408 
Jagan 
.506 England ........364 
4398 Vtaly 
France .........245 
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tween a savings account with a balance of a 
franc and one with a balance of a yen, or 
one with a balance of an American dollar, 
and another with an English pound, all of 
which is not a fair test. 

Why disregard the aggregate amount 
saved by the people of a nation after making 
a reasonable allowance for environment and 
opportunities? Why confine a test to the 
number of savings accounts for each 1000 
population, and not take into consideration 
the amount saved? Doesn’t volume of sav- 
ings as well as percentage of savers more 
nearly tell the story of a thrifty nation? 
Isn’t it an injustice to classify American 
savers with an average in savings account 
of more than $100 in the same class with 
the savers of other nations whose average 
balance is only a few dollars? 

Why disregard the fact that although the 
United States is listed in twelfth place, its 
savers have to their credit in savings ac- 
counts more in the aggregate than the peo- 
ple of the other eleven nations combined? 
Besides, in property holdings, investments 
and other forms of wealth the American 
people lead the world. 


Mode of Living and Thrift 


CONSIDERATION which is invari- 

ably ignored by a majority of thrift ad- 
vocates is the fact that the mode of living 
by the people of different nations varies. 
The people of some nations spend their 
earnings liberally on education, art, music, 
travel, and for beautiful homes, while the 
peoples of other nations spend very much 
less proportionately for these things, sacri- 
ficing a higher intellectual attainment and a 
higher plane of living in order to acquire 
wealth. 

The peoples of some nations idolize thrift 
while other nations take the middle ground, 
and although believing that thrift should be 
practiced systematically, they hold that it 
should never be carried to extremes, at least 
to the point where the saver must deny him- 
self the ordinary benefits and comforts of 
life in order to accumulate money. 

Much of the confusion with regard to 
thrift is due to a distorted conception of 
what it represents. 


Thrift Not a Bogey Man 


HRIFT is not a bogey man, or a goblin 

that will get you if you don’t look out, 
or a firebrand with which to drive the wolf 
of hunger and poverty from the door, but 
a highway that leads to contentment, happi- 
ness and success. Thrift is a plan, which 
when followed systematically for a short 
time, becomes a habit in the performance of 
which, the participant derives great delight 
and satisfaction, not so much in the as- 
surance that he is prepared to withstand un- 
expected emergencies, but that he is finan- 
cially able to take a much deserved vacation 
when needed, to buy the things he desires 
to have, or to take advantage of some busi- 
ness opportunity. 

Thrift is a magic word. It encompasses 
so much that is vital to the welfare and 
happiness of mankind that it is deserving 
of special attention. It is the only word 
in the English language which adequately 
points the way to financial independence. 
Economy manages, frugality saves, provi- 
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dence plans, while thrift includes earning, 
saving, investing, spending and conserving. 
It teaches that to be thrifty one must earn, 
must save consistently a part of the earn- 


ings, and must invest a part safely and proft- . 


ably. He may also spend a part for his 
own comfort and pleasure and for charity, 
and finally, he should plan for the conserva- 
tion of his accumulations upon his death. 

A person may be a niggardly saver, but 
if he is too lazy to earn money he isn’t 
thrifty. He may be a good earner, what 
you would call a “money maker,” but if 
he is a poor investor he isn’t thrifty, or he 
may be a reckless spender, and this would 
disqualify him. 


The “Save Money”? Chant 


of thrift propaganda have 
for years so persistently driven home the 
“save money” idea that the other essentials 
to a thrifty career have been almost com- 
pletely submerged, namely; earning, invest- 
ing, spending and conserving money, with 
the consequence, that today we have a na- 
tion of money makers, a large percentage 
of whom are poor investors, reckless 
spenders, and who die without any prepara- 
tion as to the conservation of their estates. 
They are like the honey bee, which works 
from sunrise to sunset every day, including 
every holiday and every Sunday, gathering 
honey only to have the fruits of its labor 
taken away from it and eaten by the lazy 
drones which do not work, but which live 
off the fruits of the workers. Millions 
upon millions of hard earned savings are 
lost annually by our earners because they 
know practically nothing about investing. 
Other millions are wasted by this same class 
because more money is spent foolishly than 
wisely, and last but not least, a fabulous sum 
representing the accumulations of hard work- 
ing people are squandered annually by their 
inexperienced and extravagant heirs, all be- 
cause no provision was made for the con- 
servation of the property after the death of 
its accumulator. 

The secret of complete success is not and 
never can be expressed by the words, “save 
money” as most people have been led to 
believe. To save is, of course, necessary, 
but it is not all-sufficient in itself. Every 
saver should have a definite aim in saving. 
For example the object can be to accumulate 
small sums for future investments, or for 
the purpose of spending them judiciously 
later. If for future investment, then it is 
all important that the thrifty saver have 
some knowledge of how to invest his earn- 
ing safely, not only as precautionary meas- 
ure against loss, but also to enable him to 
make profitable investments. If it is to spend 
his accumulations for the things he desires 
to own, then he should give attention to wise 
spending in order that he secure full value 
in every purchase. 


Supervising the Legacy 


AVING profited by the importance of 

earning, saving, investing and spending, 
as a part of a thrift program, the saver 
should go a step further and lay plans for 
the conservation of his property after his 
death. I believe our banks should strongly 
advocate a use of the trust agreement 
whereby the inexperienced widow and the 
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extravagant family will receive their in- 
heritance in installments over a period of 
years, or receives only the income for a term, 
the actual management and administration 
of the estate resting. with a trustee who will 
conserve and protect it. 

One of the great mysteries of life is that 
sO many men and women whose sole ambi- 
tion it is to acquire large estates, are dere- 
lict as to what is done with their accumula- 
tions after they are dead. As a consequence 
of this indifference, or perhaps, procrastina- 
tions is more nearly correct, many estates 
which have been accumulated through 
thrifty habits are soon dissipated after the 
death of the accumulator. This being the 
case, one of the objects for accumulating 
property which should be emphasized, is its 
conservation after the death of the accumu- 
lator. 


Making Thrift Attractive 


FTER a bank has formulated a well 
rounded out program for teaching thrift 
the next step is to make thrift so attractive 
that the public will desire to practice it. 
People today are just as selfish as ever. 
The first thing they want to know about a 
proposition is how much they are to get out 
of it, not how much they will be permitted 
to put into it. If the prospects for a good 
profit are bright, the public is at once inter- 
ested and ready to respond. 

Take a boy of 10 years and show him 
how by saving 5 cents a day for two months 
he can save enough money to buy a pair 
of ball-bearing skates, and he is intensely 
interested in your plan. In his childish im- 
agination he pictures the shiny roller skates, 
and even feels the thrill of gliding swiftly 
along over the sidewalk. His spontaneous 
response to your suggestion is due largely 
to his anticipation of the great fun which 
the ownership of a pair of skates makes 
possible. 

I remember well my first experience in 
saving for an object. I wanted an air 
rifle. How to get $2.50 with which to buy 
it was my problem. I asked my father to 
give me the money with which to buy it 
and he said no, but that if I earned the 
money I could have the gun. I went to work 
in a nursery during school vacation at 50 
cents a day, and before the end of the first 
week I was the proud possessor of a Daisy 
air rifle. Within a year I wanted a 22 
caliber rifle and I bought one, but not until 
I had earned and saved my money. This 
experience taught me that the way to obtain 
the things I desired was to earn and save, 
and the anticipation of acquiring them was 
the inspiration that made both the earning 
of the money and the saving of it a real 
delight. 


Dramatizing the Incentive 


Beene the boy who is growing up to 
manhood on his father’s farm, and point 
out to him that if he will earn and save, 
he, like his father, can some day own a farm, 
and the farmer’s boy is at once eager to 
make the start. 

Take the ambitious high school stu@ent 
and picture to his mind the advantages of 
a legal education, and he is at once keenly 
interested. Picture to him a fine law library, 

(Continued on page 109) 
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“Call” Money and Its Relation 
To Bank Credits 


By D. RICHARD YOUNG 


Credit Department, The National City Bank of New York 


How Stock and Bond Dealings on the Exchanges Create De- 


mand for “Call” Loans. 


Overflow of Credit Source of This 


Money. Slowing Down of Industry and Influx of Gold Cause of 
Present Low Rates. How High “Call” Rates Check Speculation. 


HE subject of “call” money is close 
to the hearts of bankers. This is 
supposed to be especially true in 
the case of New York bankers, but 
the heads of financial institutions in all parts 
of the country are always on the alert for 
any prime investments with a good yield. 
The “call” money market is of interest 
to bankers for a number of reasons, and a 
discussion of it at the moment is particularly 
timely because of the surprisingly low rate of 
2 per cent which has prevailed for over a 
month now. This is the lowest figure since 
before the war. In June the United States 
Treasury sold $193,000,000 of certificates on 
a 234 per cent basis, a record low, and re- 
cently suspended the sale of its Treasury 
Savings Certificates yielding 4% per cent. 
Bankers in all parts of the country are 
affected by the general decline which has 
taken place not only in “call” rates, but 
in commercial rates as well. They con- 
tinually read in financial publications of 
the “call” rates and their relation to rates 
for time loans, commercial paper, accep- 
tances, the Federal Reserve rediscount rate, 
stock and bond prices and the general 
credit situation. The practical working of 
the New York “call” market—the mere 
mechanics of it—is a fascinating subject to 
discuss, while its relation to the gen- 
eral scheme of things in our economic 
structure, though perhaps somewhat more 
difficult and theoretical, is worth while in- 
quiring into. 


What"Are “Call Loans’’? 


HE first point for us to settle is just 

what we mean by “call loans” or “street 
loans.” Some people speak of them as any 
accommodation to brokers, but such a defi- 
nition is much too broad. Bank accommo- 
dation to brokers may be in several forms, 
such as (1) loans secured by good market- 
able stocks and bonds with a margin of 
20 per cent; (2) day-loan or over-certifica- 
tion, made in morning, paid back in after- 
noon, not secured by any collateral but 
usually covered by a guaranty or agree- 
ment; (3) loans against documents covering 
merchandise in transit or in warehouse; (4) 
foreign exchange and letters of credit. 

Even the term “broker” is ambiguous. 
Some may think that a broker is anyone who 
works near Wall Street, New York; La 
Salle Street, Chicago, or California Street, 
San Francisco. In truth, the term would 


include stock brokers, bond brokers, foreign- 
exchange and foreign-money brokers, com- 
mercial paper brokers, commodity (cotton, 
grain, produce) brokers, underwriters and 
distributors of investment securities, pro- 
moters, etc. Some brokers are members 
of exchanges, while others trade in the out- 
side or unlisted market. They can also be 
classified as to the securities in which they 
specialize, the clientele to which they cater, 
or the nationality. 

In the first class of loans mentioned are 
those made by banks which may or may not 
have the account of the brokerage house in 
question, but which lend money on the floor 
of the stock exchange, at the “money desk,” 
as it is called, to anyone who wishes to bor- 
row and can put up acceptable collateral. 
These are spoken of as “call loans” or 
“street loans” and may be called at any 
time or may be repaid by the borrower at 
any time. In this way many millions of 
dollars are loaned daily by banks and others 
having surplus funds. Brokerage houses also 


Photo Thompson 


A view of the New York Stock Ex- 
change where call money is loaned 
by the big banks 
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lend funds between themselves and also lend 
stock; the loan of money is secured by 
stock with the usual margin of 20 per cent, 
while the loan of stock is secured by money 
equal to the market value of the stock, with 
no margin required unless the stock goes up 
considerably in price. 


Long and Short Sales 


ie may be of interest to say, in passing, 
that the reason for a broker’s borrowing 
stock is when his customer makes a “short 
wale.” The operation in the purchase of 
a “long” transaction, where a customer, for 
example, instructs his broker to buy, say, 
100 shares of United States Steel Common, 
which, if around par, would cost, including 
the broker’s commission of $15, roughly 
$10,000. If the customer sends a check. for 
the full amount, the broker pays his fellow 
broker from whom the purchase is made 
and receives the certificate for 100 shares, 
which he then has transferred to the name of 
the new owner and delivers it. If the cus- 
tomer, however, wishes to carry the stock 
for a time on margin, he sends the broker 
a check for $2,000, and the broker is re- 
quired to borrow the remaining $8,000 in 
order to pay for the stock and secure the 
certificate, which in this case is not trans- 
ferred to the customer until it is paid for 
in full. It should be kept in mind, however, 
that the customer is the legal owner of the 
shares, which are ‘pledged to the broker to 
secure the unpaid balance. 

The “short” sale is just the reverse. The 
customer may think that United States Steel 
is going down and decides to sell short 
100 shares. The broker sells the stock to 
some other broker and then to make de- 
livery must either use certificates he is 
holding in his box belonging to some other 
customers who are “long,” or else borrow it 
from some other broker who is “long.” This 
loan of stock, as stated before, is secured 
by money of an equivalent value. 

Sometimes one sees in the newspapers a 
list of “loaning rates” for stocks. United 
States Steel may be “2,” which means that 
2 per cent interest is received by the broker 
who borrows the stock and puts up the 
money. The rate may be 1, or “flat,” in 
which case he will receive nothing, or, if 
there is a large demand to borrow the stock, 
a premium of 1/16, \%, etc.,.which means 
he pays 1/16 or % of a point per share per 
day for the loan of the stock. This nat- 
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first place, during this period, the general 
level of commodity prices, which suffered 
somewhat of a decline after the Armistice, 
began its new rise to record levels, then in 
the middle of 1920 began the precipitate 
and sickening decline that all of us re- 
member only too well. When prices are 
going up, it takes an increasing amount 
of credit to handle the same volume of 
business ; when they are declining rapidly, 


An interior view of the New York Stock Exchange, showing trading on the floor where more than a million shares of 


stock change hands daily. 


urally makes the operation more costly for 
the “short” seller and tends to force “cov- 
ering” the sale by a repurchase. 

In the “long purchase’ the broker is re- 
quired to borrow four-hiths of the capital 
tied up in the securities and this explains the 
principal use for “call” money. In the “short 
sale,” however, no add‘tional money is re- 
quired as the transaction is financed by the 
purchaser. 

Of course, there are other uses, as when 
a syndicate purchases an issue c! bonds to 
sell and borrows money against tem until 
they have been distributed to the investing 
public; also the brokerage houses ! \ay bor- 
row to carry securities on their own ‘ccount. 


Source of Call Funds 


HAT is the source of call funds? 

At the present time it may come from 
surplus reserves of New York banks, of 
banks in other cities, and even otiier coun- 
tries. It may be funds accumulated by in- 
dustrial corporations, in anticipation of divi- 
dend disbursements or to meet the sinking 
fund provisions or the maturity of a bond 
issue, or to be expended in plant construc- 
tion, or simply as a round sum of current 
assets to be carried as a liquid investment. 
Certain brokers may have funds to loan for 
their own account and for clients, insurance 
companies may for short periods take ad- 
vantage of this kind of investment, and sav- 
ings banks may wish to carry a limited por- 
tion of their assets in this form. Govern- 
ment fiscal operations also exert a powerful 
influence on the money market for occasional 


let them know when they are wanted 


short periods, as at the time of tax receipts 
and of the retirement of maturing obliga- 
tions. 

When the various sources of this money 
supply are understood, can we wonder that 
rates fluctuate more or less erratically and 
at times go to figures of 10 or 20 per 
cent and even higher? 

Many will recall the high call rates that 
were witnessed during the year of the post- 
war boom. From the time this country 
entered the war in April, 1917, until May 
of 1919, the maximum was, with a few 
unimportant exceptions, 6 per cent. In June 
of 1919 the money markets were disturbed 
considerably by the payment of’ the second 
installment of income and excess profit taxes 
and the usual preparations for mid-year divi- 
dends and interest disbursements. The shift- 
ing of funds, including withdrawals of 
Treasury deposits, put the associated New 
York banks slightly below their legal re- 
serves and sent call loans to 15 per cent. 
In the remaining months of that year, as 
well as through 1920, the call rate continued 
higi: with a maximum of 30 per cent in No- 
vember, 1419, 25 per cent in the three fol- 
lowing mouths, and seldom declined below 
6 per cent. 


The Flurry in Rates 


HIS flurry in call money was given ex- 

aggerated importance, some persons re- 
ferring to it as evidence that the New York 
money market was too unstable for an in- 
ternational financial center. 


The reason for it was twofold. In the 


The big blackboard is the annunciator, where the numbers of the exchange members appear to 


the credit is tied up in unliquid form and its 
contraction is a slow process indeed. 

These business conditions naturally had 
their reflection in the reserves of banks, and 
the reserve percentage of the twelve Fed- 
eral Reserve banks combined fell to below 
50 per cent and stayed between 40 and 50 
for over a year. The effect of this situa- 
tion on interest rates would be foretold by 
anyone—they went up. Commercial paper 
was selling in the New York market in 
June, 1919, at about 5% per cent, from then 
it rose to a peak of 8 per cent in January, 
1921. 

At this period the Federal Reserve re- 
discount rate for commercial paper went up 
to 7 per cent, the United States Government 
was forced to pay 6 per cent on its Treas- 
ury Certificates, and our strongest industrial 
corporations paid 7 to 8 per cent on their 
mortgage bonds. Rates in other parts of 
the world were similarly at an abnormally 
high level. 

Millions are loaned in this manner by 
individuals and corporations, as suits their 
convenience, and it is loaned temporarily, 
as the borrowers understand. When a de- 
mand arises for money all over the country, 
in such instances as just cited—for tax pay- 
ments and other purposes—it is natural that 
these funds should be drawn upon and 
that rates should be affected. 

The call money market is one for which 
nobody feels much responsibility. That is 
one of the conditions of the market, and 
the reason why most of the borrowers there 
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This chart shows the wide range in the interest rates on call money. In 1919, it soared to 30 per cent 


trust themselves to the convenience of lend- 
ers for the sake of getting money cheap 
most of the time, but occasionally it is not 
cheap. The New York banks are not under 
the obligation to suddenly supply funds to 
take the place of all outside money that may 
be withdrawn. 

There is a relation between all of the 
different kinds of credit, and it is a very 
definite one. The cost of credit is made up of 
three elements: the interest rate, the credit 
risk and the overhead expense. If one will 
consider the credit organizations which make 
up our economic world and compare the cost 
of each, he will see the relation between the 
agricultural credits granted to farmers by the 
Federal Farm Loan Banks, Land Credit 
Banks, Federal Intermediate Credit Banks, 
as well as savings banks and insurance com- 
panies ; commercial credits extended to manu- 
facturers and merchants by our commercial 
banks; commercial paper borrowing; the in- 
vestment credits underwritten and sold to 
the public for the benefit of our railroads, 
public utilities and great industries; the 
finance companies which have grown up in 
recent years and which handle automobile 
and other paper; the mercantile credits 
granted by one merchant to another to whom 
he sells goods; even the personal loan com- 
panies (with or without three balls above 
the door). 


Cause of Present Rates 


T is not hard to discover the cause behind 

this change in the scale of rates. We 
know that interest is the price of money or 
capital, and we know that when any price 
falls it is because the supply has increased 
or the demand has fallen off. And a study 
of the present situation discloses that it 
is caused by both of these movements. 

The supply of capital has increased tre- 
mendously during the last two years. Mil- 
lions of new capital were created by our 
great industrial corporations during 1922 and 
even more so, 1923, represented by their sub- 
stantial profits. These may have been used 
in paying off indebtedness, or building up 
working assets, or paid out in dividends to 
shareholders—the effect in any case was to 


add that much to the wealth of the United 
States. 

The profits from agriculture have like- 
wise added to the world’s wealth, if they 
have been applied to the betterment of 
the farm property, the purchase of imple- 
ments, the liquidation of indebtedness, or to 
investment elsewhere. The effect of this 
newly created wealth upon bank credit will 
be a direct one if it is kept in the form 
of working capital or productive capital, 
while the benefit will be only indirect if it 
is put into homes and public improvements 
and tax-exempt securities. 

A second great addition to our supply of 
capital has been through the importation of 
gold into this country. We long ago became 
accustomed to reading of the several millions 
of dollars a month coming in, and we thought 
that it would stop in a short time and begin 
to flow out, because of our new status of a 
creditor country. But it has not stopped yet, 
and the situation is really amazing when one 
thinks how much more the other countries 
of the world need the gold than we do, in 
order to work back to a gold basis and to 
form a foundation for their new currency 
and banking systems. 

The figures for our annual gain of gold 
over the last few years are as follows: 


1914 to 1918, a total of ...... $988,000,000 
291,651,000 
84,977,000 
1924 (five months) .......... 197,600,000 


The total gold stock of the United States 
is estimated at $4,490,716,000 on July 1. 
This represents about 50 per cent of the 
world’s available supply. 


Liquidating Bank Debts 


HESE importations of gold have gone 
almost entirely toward the liquidation of 
bank indebtedness. When it is put in the 
vaults of the Federal Reserve Bank, the gold 
adds that much to its reserves and power 


get money at less than time rates. 
for credit expansion. 

This immense stock of gold might be 
expected to cause a credit inflation; that is, 
an increase in credit and prices without any 
corresponding increase in the production and 
distribution of goods, but it has not done so, 
not yet at least. The potential danger is 
there, however, and leading bankers have 
taken a firm stand that the gold stock should 
not be used as a basis of speculation and 
price increase, nor that we lose sight of 
the fact that some day, sooner or later, it 
will be withdrawn by other countries to go 
into their rebuilded foundations of currency 
and bank credit, when the economic forces 
of the world are again able to flow in 
their natural channels. 

Regardless of the future, however, the im- 
mediate effect of the gold has been to lower 
money rates in the country, and particu- 
larly in the East, to record levels. 


They 


Slackening of Industry 


N the other side of the picture, but 

contributing to the same result, we 
have the decline in business activity which 
has taken place so rapidly since the early 
part of the year. This is nothing short 
of remarkable in many lines and has been 
paralleled only in times of real panic in 
the past, but in this case there was no 
panic because the slowing down came when 
prices were relatively low and when credit 
was curtailed instead of expanded. A panic 
cannot be produced unless there are large 
loans outstanding which cannot be renewed, 
excessive inventories and high prices to 
fall. There may be experienced a slowing 
down in the volume of business and poor 
profits or even deficits, with the failure of 
some concerns, but there cannot come a 
panic when the underlying financial structure 
is sound. 

The steel industry was operating at around 
90 per cent of capacity in March; now it is 
down between 40 and 50, and unfilled orders 
of the United States Steel Corporation are 
the lowest in the twenty years’ history of 
that organization when the present capacity 

(Continued on page 120) 
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How Heavily Should a Bank 


Invest in Bonds? 


By G. E. MAINE 


Bond Manager, Dexter Horton Bank, Seattle 


Bond Investment Problems of Banks Are Not General But De- 
pend on Bank’s Requirements, Which Are Affected by Changes 


In Economic Conditions. 


No Set Formula Can Be Advanced. 


A Popular Fallacy to Consider Bonds as Secondary Reserve. 


HE question of what proportion of 

a bank’s deposits should be invested 

in stocks and bonds is one, in the 

final analysis, that must be answered 
by a bank’s own problems. In my opinion, 
there is no set formula that can be advanced 
to fit the case of all banks. Each bank has 
its own problem, and as the problem changes, 
different courses of action must be taken; 
for each bank will look at this same problem 
from a different angle at various times, due 
to changes in economic conditions. 

In one of the earlier texts on banking I 
found the suggestion that it was an ideal sit- 
uation where a bank carried 20 per cent 
of: its deposits in cash and exchange, 20 per 
cent in commercial paper, 20 per cent in 
bonds and 40 per cent in local loans; and I 
think I can agree at the outset that these 
percentages may be advisable in the case 
of some banks—sometimes. 

If banks could always consider bonds as 
“secondary reserve,” then the above propor- 
tions might work out very well indeed a 
greater part of the time for many banks. 
I wonder, however, how many of our banker 
friends consider bonds as secondary reserve, 
and how many of us, who sell bonds to bank 
clients, sell them as such. 

In my opinion, it is a fallacy to consider 
bonds as secondary reserve; that is, for all 
banks to carry them looking to bonds to 
swing the banking world out of trouble in 
case of stress. Any one bank may do this ex- 
pecting extraordinary demand, and could in 
this way protect itself in time of crisis. How- 
ever, in this discussion we must consider 
bonds as secondary reserve, not only for 
one institution, but for all banks, to be used 
in case of a nation-wide extraordinary de- 
mand. 


Conversion of Bonds 


F all banks found it necessary to convert 

bonds at approximately the same time, due 
to expansion of business, or for any other 
reason, a new credit would of necessity 
have to be created to provide the carrying 
power for the bonds sold in the market. 
The law of supply and demand of available 
investment funds would determine _ this. 
Either loans would have to be increased or 
deposits would have to shrink. 

It is true that the Federal Reserve Sys- 
tem has provided additional facilities for 
banks in refinancing their lendings and in 


ordinary cases this may be accomplished, not 
by selling bonds, but by continuing to carry 
bonds and by rediscounting loans with the 
Federal Reserve bank. However, it is doubt- 
ful that this, in itself, would carry banks 
generally through a long period of expan- 
sion or stringency, for if demands are ab- 
normal, discount rates will materially in- 
crease; it will not be profitable to carry 
bonds; and, consequently, bonds will seek 
lower levels with resulting losses when 
it becomes necessary to sell. 

My conclusion is that bonds may not be 
considered as true secondary reserve, and if 
this conclusion is correct, we must look at 
bonds for banks only for their investment 
value. Banks should buy bonds of such 
character, at such prices, at such times, and 
in such amounts as it is good business for 
them to buy. 


Determining the Proportion 


OW, can it be determined what is the 

proper proportion of bonds to depos- 
its? Can we lay down any rule and say 
this is the correct rule? 

I thought it might be interesting to ex- 
amine the Comptroller of Currency’s re- 
ports and learn just what the percentage 
of bonds to deposits in the hands of National 
banks has been at different times. Let us 
look at the figures for 1914, a typical pre- 
war year, and then the years 1920 to 1923, 
and see what the percentages actually were. 
Now, because of the fact that, bonds to 
secure circulation, bonds to secure United 
States Government deposits, and bonds to 
secure Postal Savings deposits are held for 
a specific purpose and not for investment 
alone, it would be manifestly unfair to take 
them into consideration, so these bonds have 
been deducted from the Comptroller’s bond 
totals, and at the same time United States 
Government deposits and Postal Savings 
deposits have also been deducted from total 
deposits. In 1914 we find the proportion 
of bonds to deposits 12.37 per cent. Now, if 
both the bonds and deposits deducted were 
included, the percentage would. have been 
20.63 per cent. 

Then came the war and the great impetus 
to bond purchase, not only by individuals, 
but also by banks. Because of this and also 
because the Federal Reserve bank does really 
offer greater facilities for rediscount in 
times of stress, we find: 
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In 1920 percentages were 20.50 and 25.75 


1921 “20.27 “ 26.02 
“1922 “20.43 “ 26.75 
“1923 “23.65 “ 29.60 


We can see a range of percentages from 
12.37 in 1914 to 23.65 in 1923, and this tends 
to bear out my opinion that the percentage 
of bonds to deposits depends upon circum- 
stances. 


Circumstances That Govern 


OW what are some of these circum- 
stances ? 

First—The size and location of the bank, 
together with the general character of its 
business. 

Second—What character of investments 
can be had at satisfactory prices, and 

Third—Economic conditions. 

One would not find at all times the same 
conditions surrounding a bank like the Na- 
tional City Bank of New York, the bank 
with which I am associated out on the 
Pacific Coast, with its $35,000,000 deposits, 
some of the smaller banks in my section 
of the country, a bank in the wheat district 
of the plains and a bank situated in a small 
coast village in New England. At a glance 
it is easy enough to see that our problems 
are not the same. We, of the far west, do 
not have our great stock exchanges with 
the correspondingly great field of the call 
money market, but we do have to finance 
logging, lumber, fruits, salmon, wheat and 
farm products. 

It is not necessary to travel great distances 
to find different operating conditions. I have 
in mind two banks, both clients of mine, each 
within twenty miles of my office and the gen- 
eral character of their business is as different 
as one can imagine. One is in a rich agri- 
cultural section, with a seasonable demand in 
the spring and early summer months for 
taking care of its great berry products, at the 
same time having a continuous local demand. 
That bank must always have more than 40 
per cent of its deposits loaned at home. 

And the other—a small bank of a half mil- 
lion deposits—has never had a local demand 
for 30 per cent of its deposits, except for real 
estate mortgages, and of course it cannot 
afford to carry much of this class of invest- 
ment. 

Can you lay down the same rule for these 
two banks? Never! Can you lay down the 
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A Swatter of Economic Follies 


By REUBEN A. LEWIS, JR. 


What George E. Roberts Reads to Keep Posted. Spokesman 
For America’s Largest Bank First Came Into National Prom- 
inence by Sending “Coin” Harvey to School During Free 
Silver Agitation. Need for Clear Thinking Never More Urgent. 


S “an apostle of common sense,” 
George E. Roberts occupies a 
prominent place in the front ranks 
of that never overpopulous tribe. 

In these times when the complexities of 
our industrial society are seemingly out- 
stripping the average man’s ability to under- 
stand them and there appears to be a bumper 
crop of economic follies, Mr. Roberts, as 
vice-president of the largest bank in the 
United States, analyzes the developments of 
the day and tells how we can keep our 
feet on solid ground. 

It is doubtful that 

any one man in the 

whole country ex- 

ercises a greater in- . 

fluence on economic 

thought than Mr. 

Roberts, for, as the 
economic spokesman 

for the National 

City Bank of New 

York, he has not 

only gained the con- 

fidence and respect 

of the bankers but 

by means of printed 

word he can speak 

monthly to more 
than two hundred 
thousand thoughtful 
readers. 

For Mr. Roberts 
writes the monthly 
“Letter” which the 
National City Bank 
sends out, making a 
survey of business 
conditions, telling 
what the trends of the market are, and 
analyzing the various proposals which 
are made to restore a war-torn world to 
normalcy. There are few monthlies that 
ever attain a circulation of 100,000, but the 
“Letter” has grown in popular favor until 
today it has reached the 200,000 mark. 
Periodically, Mr. Roberts gives his views 
in addresses or magazine articles on the 
momentous questions of the time—such as 
an exposure of the frailties of the McNary- 
Haugen ill with its principle of price- 
fixing of agricultural products as a means 
of relief for the farmers; the features of 
the Dawes plan and the effects of its ex- 
ecution upon world stability; or the where- 
for of deflation. And the singular part about 
it all is that although Mr. Roberts serves 
the largest bank in the country, he has no 
difficulty in making the man in the street 
understand what he has to say. 

This business of keeping posted is one 


that concerns every banker and _ business 
man. He must be ever alert to spot the 
danger signals, to sight, as far as possible, 
the shadows of coming events; in short, to 
be ready to meet the situation when it de- 
velops. W. P. G. Harding, Governor of 
the Federal Reserve Board, when “drastic 
deflation” descended upon the United States, 
declares that Japan afforded a plain and early 
danger signal—the collapse in the price of 
silk, one of the largely used staples. A 
thoughtful observer, he noted, spotting this 


A typical illustration from Coin’s widely circulated book, misrepresenting the effects of 
the gold standard and the “boon” that silver conferred on the United States before the 
repeal of the silver purchase act. 


dark cloud on the horizon, might well have 
started hauling in sail at this time, or shortly 
afterwards when the price of wool broke 
in this country. Or more recently one New 
York bank “flagged” the coming of “cheap 
money” several months ago, weeks before 
many others saw it. By buying bonds 
and profiting from the subsequent rise in 
the market, it is reported to have made more 
than a million dollars in profit. 

Doubtless the thousands who have fol- 
lowed Mr. Roberts and have marveled at 
his ability to reduce an intricate situation 
in any industry to a simple statement, in 
words of one and two syllables, wonder 
just what he reads to keep so intimately 
acquainted with the current economic de- 
velopments of the day. To an outsider 
who has heard stories of the big bank’s 
“intellectual hired men” being supplied with 
pre-digested information, carefully and 
studiously boiled down until only the sub- 
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stance remains, it would be a shock to 
learn that Mr. Roberts travels no such royal 
road to understanding. 

Mr. Roberts is a prolific writer, yet 
he confesses that all of his articles are 
written out in longhand. The art of dicta- 
tion is not his. Although an old newspaper 
man, he has never mastered even the one- 
fingered method of typewriting. The point 
of it all is this: he can concentrate more 
easily in writing in his own hand. 

A third surprising thing is that despite 
the fact that Mr. 
Roberts is regarded 
as one of the best 
posted men in the 
country, he has no 
fixed or orderly sys- 
tem of reading. But, 
richly endowed with 
the instinct of the 
newspaper man to 
find readily what he 
wants to know, Mr. 
Roberts is able to 
marshal the facts 
that he needs in the 
study of any prob- 
lem. Back of it all, 
however, is a pro- 
foundly great store 
of inborn common 
sense and reasoning 
power. 

It was by swatting 
economic follies that 
George Evan Rob- 
erts first came into 
national prominence. 
And he has been do- 
ing that in and out of season ever since. 

In 1894 a yellow-back pamphlet, Coin’s 
Financial School, written by “Coin” Harvey, 
created a wide stir in espousing the cause 
of the free coinage of silver. ‘“Gold”’—the 
author said—“was considered the money of 
the rich. It was owned principally by that 
class of people, and the poor people seldom 
handled it, and the very poor people seldom 
ever saw any of it.” Verily “Coin” Harvey 
insisted that the demonetization of silver 
was “the cause of low prices—stagnation in 
business and the deranged industrial condi- 
tion of the country,” had been replaced by 
gold because “men having a design to injure 
business by making money scarce could not 
so easily get hold of all the silver and hide 
it away, as they could gold.” 

At the outset “Coin” painted a picture 
of the times that would hardly entitle him 
to a place among the “bulls.” 

“Hard times are with us,” the book re- 
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cited, “the country is distracted; very few 
things are marketable at a price above the 
cost of production; tens of thousands are 
out of employment; the jails, penitentiaries, 
workhouses and insane asylums are full; the 
gold reserve at Washington is sinking; the 
government is running at a loss with a deficit 
in every department; a huge debt hangs like 
an appalling cloud over the country; taxes 
have assumed the importance of a mortgage, 
and 50 per cent of the public revenues are 
likely to go delinquent; hungered and half- 
starved men are banding into armies and 
marching toward Washington; the cry of dis- 
tress is heard on every hand; business is para- 
lyzed; commerce is at a standstill; riots and 
strikes prevail throughout the land; schemes 
to remedy our ills, when put into execution 
are smashed like box-cars in a railroad 
wreck; and Wall Street looks in vain for an 
excuse to account for the failure of prosper- 
ity to return since the repeal of the silver 
purchase act.” 


The Free Silver Craze 


T the time when the political tomtoms 

were booming to the 16 to 1 beat, 
William Jennings Bryan, under the free 
silver banner, was crusading throughout the 
country extolling the wisdom of the de- 
parture from the gold standard. 

The nation was in the grip of a depres- 
sion and Harvey, in his then famous book, 
had described bi-metallism and cheap money 
so alluringly that the idea of free silver as 
a panacea for the ills of the country had 
seized the fancy of the west and had 
gained a firm hold on other sections. So 
ingenuously had the author phrased his 
arguments, and met the objections of the 
monometalists, that a great many people, 
unable to see how specious a number of 
his premises were, insisted that ‘“Coin’s” 
views were unanswerable. 

At this time George Evan Roberts was an 
editor of a country newspaper out in Iowa. 
Starting out in the modest role of a print- 
er’s apprentice at 16 after he had gained 
a fair education in the public schools, he 
stepped up the ladder by serving as a re- 
porter on the Fort Dodge Messenger and 
Sioux City Journal and, at the age of 20 
became the owner of the little Jesup Vindi- 
cator. The next move put him in an edi- 
torial position on the Fort Dodge Messenger, 
and subsequently he acquired full control of 
that publication. 

At this time the greenback agitation was 
at its height. In the emergency of civil 
war the government had resorted to the 
ready device of printing paper money, the 
greenbacks, as a means of paying expenses. 
The more it issued the less they would buy, 
which meant that prices were rising. Ris- 
ing prices encourage people to go into debt, 
which is preliminary to trouble later on. 
When the war ended the government stopped 
issuing more greenbacks and set about keep- 
ing its promise to make the greenbacks as 
good as gold. Just as depreciation of the 
currency means that prices rise, appreciating 
currency means that prices fall, and large 
numbers of people clamored that the gold 
basis be definitely abandoned and more 
greenbacks issued to start prices up again. 

This was the situation that turned the 
young newspaper man to a study of eco- 
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nomics and the money question in par- 
ticular. Fortunately, he found in the town 
library John Stuart Mill’s Principles of 
Political Economy, and inspired by the 
urgency of the money question, which domi- 
nated political discussion in that part of 
the country, he not only read it but studied 
it. It was the reading of this book under 
the conditions Mr. Robert’s states that de- 
veloped his taste for economics. 

The greenback party did not carry the 
country; prosperity returned and the green- 
back movement passed into history as an 
incident of hard times, to be revived about 
twenty years later in the form of the free 
silver movement. Again times were hard. 
The building of new railroads in our Mid- 
dle West opened up great areas of new 
farming lands and stimulated much specula- 
tion in lands and town lots in the growing 
cities of that territory. It was another 
period of debt-making. Again it was demon- 
strated that with rising prices and general 
confidence it is easy to create a body of 
indebtedness which it will take a long time 
to pay. Moreover, the first process is vastly 
more exhilarating and enjoyable than the 
second. 

When the turn came, as it always does 
when a boom has run its course, there was 
another outcry against falling prices. It 
looked as though there was not enough 
money to go around, and this time the de- 
mand was not for paper money but for the 
free coinage of silver. Coin’s Financial 
School was the popular text book of the 
movement, and Mr. Roberts readily spotted 
the weak points in the arguments advanced 
by “Coin” Harvey in his imaginary school. 


Sending “Coin” to School 


| ie that lucid style which the financial 
world has come to know, Mr. Roberts 
prepared an answer under the title of Coin 
at School in Finance. He adopted the in- 
terlocutory style whose simplicity was 
largely responsible for the popularity of 
Harvey’s book, turned the tables by putting 


“Coin,” who had been Harvey’s teacher in 
the position of pupil, and then supplied the 
answers to the fallacies that had been in- 
sidiously spread by the first book. The hard 
common sense reasoning thus skillfully ap- 
plied to the money question attracted wide- 
spread attention. It won the prize for re- 
futing the contentions of Harvey and se- 
cured widespread circulation. 

In 1896 it was printed as a campaign 
document by the Republican party, which 
was committed to the gold standard. The 
year following Mr. Roberts brought out 
Iowa and the Silver Question and, in 1897, 
wrote Money, Wages and Prices. 

His financial writings and speeches caught 
the eye of Lyman J. Gage, the president 
of the First National Bank of Chicago, 
who, as a member of the executive commit- 
tee of the Honest Money League of Illinois, 
was interested in the selection of literature 
to combat the free silver heresy. Later, 
when Mr. Gage became Secretary of the 
Treasury, he wanted Mr. Roberts as one of 
of cabinet of bureau chiefs, and prevailed 
upon President McKinley to tender Mr. Rob- 
erts the post of Director of the Mint. He ac- 
cepted, and thus left his native state, tem- 
porarily, as he supposed at the time, but per- 
manently as events have shown. He was re- 
appointed by President Roosevelt, but re- 
signed in 1907 to accept the presidency of the 
Commercial National Bank of Chicago. 
When this institution consolidated with an- 
other bank, he retired from the presidency 
and, upon being invited by President Taft 
to resume his former post of Director of 
the Mint, he accepted in 1910. He retained 
this office under the following Democratic 
administration until 1914, when he accepted 
the position of assistant to the president of 
the National City Bank of New York. 


Exposing Weak Points 


CONOMIST” would be more ade- 

quately descriptive of the post that 
Mr. Roberts has filled for the New York 
bank than “assistant to the president” or 
vice-president ; his present title. During the 
past ten years he has continued to swat the 
economic follies that bob up in a slightly 
different guise from month to month and 
expose the same weak points that make 
them unsound. From month to month he 
has painted a picture of the conditions of 
business, explaining the whys and where- 
fores of the shifts and the changes in the 
vast commercial world. It is said that the 
success which Mr. Roberts has attained in 
popularizing the bank survey is largely re- 
sponsible for the increasing number of bank 
publications that are sent out to inform 
the public on business conditions. 

But what does Mr. Roberts read to keep 
posted? 

“I follow no set plan of reading,” Mr. 
Roberts said in response to such a ques- 
tion, “but there are certain publications 
that I read regularly: the New York Times 
in the morning and the Evening Post in the 
afternoon. The Wall Street Journal and 
the New York Journal of Commerce come 
to my desk regularly. From Bradstreet’s 
Weekly I obtain information on current 
business conditions, also. The Economist 
from London I read to keep up with the 

(Continued on page 112) 
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Tracing the Causes of Small Net 
Earnings in Banks © 


By Comparing Operating Costs with Other Banks, the Banker 
May Learn Whether Expenses are Consuming Too Large a Pro- 
portion of Gross Earnings. Federal Reserve Banks Show What 
the Average Ratios Should Be. Do Heavy Time Deposits Pay? 


HE middle-sized bank is able to 

make the largest use of its funds. 

This is one of the most interest- 

ing conclusions that the Federal Re- 

serve Bank of New York has reached after 

making a study of the operations of repre- 

sentative banks in its district during 1923. 

The large city banks are required to carry 

a considerable part of their funds in the 

form of reserves, while the smaller-sized 

banks are found to have a large part of 

their capital tied up in the bank building 
and equipment. 

The study was undertaken by the Federal 
Reserve Bank of New York because fre- 
quently the officers ‘of member banks 
sought figures that would enable them 
to compare their own operating expenses 
with those of other institutions. The bank- 
ers wanted to know if expenses were eat- 
ing up a larger proportion of the gross 
earnings than they should; whether they 
were paying out too large a percentage in 
salaries and wages; whether the available 
funds were being employed as fully as other 
banks in comparable circumstances, and 
whether their institutions were paying too 
high a rate of interest on deposits. 

It was recognized that such a study was 
timely because, with the reduction in the 
income from commercial loans and invest- 
ments, while the expenses of operating con- 
tinued high with interest on deposits consum- 
ing a large part of the gross earnings, the 
problem of earnings was never more perti- 
nent. Then, too, it was realized that bankers 
were pondering over the question of where 
the line should be drawn on the percentage 
of time deposits to gross deposits. Studies 
previously made by the Federal Reserve 
Bank of Boston indicated that the banks, 
which had a relatively larger percentage 
of time deposits, were not realizing as high 
a return as those which had more demand 
deposits and less of the time deposits. 


Time Deposit Problems 


} the New York district, the time deposits 
bear interest at rates ranging from 3 to 
414 per cent. The material increase in 
these funds has brought to the commer- 
cial banks a series of new investment and 
earning problems, because the slump in busi- 
ness cut down the demand for bank loans 
and, coupled with the cumulative effects of 
the influx of gold, brought about a lowering 
of the interest rates on the funds that banks 
loaned. The banks are confronted with the 
question of how they will keep their funds 
employed, along what lines and in what 
volume. 


The net earnings ‘of banks having less 
than 25 per cent of their gross deposits in 
the form of time deposits were found to 
be substantially higher than those institutions 
which had a greater proportion of these de- 
posits. The study indicates that banks, de- 
siring to show the greatest profit, should not 
accept too large an amount of time de- 
posits. 

Inasmuch as there were more than 850 
member banks in the New York district, the 
Federal Reserve bank did not attempt to 
include all of them in its tabulations. It 
divided the banks into seven groups, in ac- 
cordance with their total loans and invest- 
ments, and then selected 40 banks varied as 
to location from each of the groups to show 
the tendencies of the groups. It explained 
that, while there was no ideal set of ratios 
which all of the “best banks” showed (and 
many of the ratios depended on such factors 
as the relative amounts of time and de- 
mand deposits, the extent of local borrowing 
and the type of borrower and depositor who 
used the bank), the tabulations ought to en- 
able a bank to see where it stood in rela- 
tion to other banks. 


Examining the Differences 


66 SIDE from differences due to exter- 
nal differences,” it commented, “there 
are other differences which depend upon the 


character of the bank’s management. <A 
bank which is markedly out of line with 
the other banks in its group should find it 
interesting to examine its operations, to dis- 
cover the causes for its differing from other 
banks.” 

The following table was prepared show- 
ing in the form of averages the average op- 
erating ratios, expressed in percentages, of 
representative member banks in seven groups 
—with 40 selected banks in each group. The 
ratios were thought to be the most signi- 
ficant in determining operating characteris- 
tics and efficiency. 

It was explained that the table should be 
read thus: In the banks of Group I (banks 
with loans and investments under $500,- 
000), capital funds average 22.7 per cent of 
gross deposits; in banks of Group II capital 
funds average 23.5 per cent of gross depos- 
its, etc. 

In commenting on the operations of the 
representative institutions, the bank stated: 

“Table 1 indicates the ratios in which 
there is greatest variation between differ- 
ent groups of banks. In the smaller banks, 
for example, capital funds (the total of 
capital, surplus and undivided profits) tend 
to run in the neighborhood of 23 per cent 
of gross deposits, but in the larger banks 
they range from 12 to 14 per cent. 


Taste I. Size of Groups Divided According 
o 
- 
Ratios Expressed in Percentages 7 
C apital— 
1. Cap. funds b to gross dep........... 22.7 
Loans— 
2. Loans and investments to total avail- 
3. Loans to loans and investments.... 47.5 
Deposits— 
4. Demand deposits to gross deposits.. 59.3 
5. Interest paid on deposits to gross 
Earnings— 
6. Gross earnings to loans and invest- 
6.2 
7. Gross earrings to total available funds 5.2 
8. Net earnings to total available funds 1.6 
9. Net earnings to capital funds........ 10.5 
Disposition of Gross Earnings— : 
Ratio of the following items to gross earnings: 
10. Salaries and wageS...........seeeee 23.2 
11. Interest paid on borrowed money.... 1.1 
12. Interest paid on deposits............ 27.2 
5.2 
16. Net 29.4 


IT—$500,000 to 


to Amount of Loans and Investments Indicated. 
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5 14.3 11.7 13.1 13.3 14.3 16.1 


1.9 2.4 2.5 5 2.3 1.6 2.1 
6.1 6.1 6.1 6.2 6.2 6.2 6.2 
5.3 5.4 5.4 5.4 5.1 4.8 5.2 
1.8 1.6 1.5 1.5 1.4 1.5 1.6 
2.2 14.7 15.7 15.2 13.4 13.3 13.6 
9.6 18.4 16.8 16.3 16.6 20.6 18.8 
1.4 1.2 1.3 1.7 2.5 2.0 1.6 
8.1 36.9 40.8 39.9 38.1 29.3 34.3 
5.6 4.1 3.6 4.6 4.6 5.2 4.7 
1.4 9.8 10.4 9.5 10.8 12.6 11.2 
6.1 70.2 72.9 71.9 72.6 69.7 70.6 
34.2 29.8 27.1 28.1 27.4 30.3 29.5 


a Items 1 to 9 are computed from average of figures from 4 condition reports. Items 10 to 16 are taken 
from section one of the 2 semi-annual earnings reports. 


b Capital, surplus and undivided profits. 


c Capital, surplus, undivided profits, deposits, borrowed money and notes in circulation. 
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7 86.9 883 87.9 87.6 83.1 77.2 85.1 
47.5 489 564 588 67.7 73.6 56.9 
424 432 506 644 87.1572 
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Middle-Sized Banks 


66 HE ratios of loans and investments to 


OPERATING COSTS AND ENGLAND MEMBER BANKS 


Per cent per year of net loans and investments. 


total available funds (total of capi- Grose Group 3 All 
H 000, ,000,000- under England 
tal, surplus, undivided profits, deposits, bor $9,999,999 $1,000,000 
rowed money and notes in circulation) in- (31 banks) (216 banks) (186 banks) (433 banks) 
icz h he middle-si ank i ble Net- loans and investments of: high low avg. high low avg. high low avg. high low avg. 
iddle d Th Gross earnings 9.1 6.0 9.3 3.9 6.4 12.4 4.4 6.0 12.4 3.9 
to make the largest use of its funds. 4 Salaries and wages ........+++ 18 06 10 22 O5 10 52 03 12 5.2 03 1.0 
smaller-sized banks tend to have relatively Interest paid .........ccceees 3.3 12 22 41 #00 18 36 00 O4 41 #00 1.46 
lare ‘ f their fund ied : PMD: ceccicconecorcvensensenis 1.3 0.1 0.4 16 0.0 0.4 18 00 0.4 1.8 0.0 0.4 
arger amounts of their funds tied up Total expenses 7:3 32 54 78 24 47 129 16 41 129 16 4.2 
banking houses and equipment. The large Total net income 3.6 1.8 18 5.2 2.4 —38 2.0 
city banks, on the other hand, are required Net’ addition ‘to profit .1.. 22: 31—0.3 08 42—87 11 66—41 18 60—87 1.2 
to maintain larger reserves. Operating ratio .............- 84.6 50.7 77.0 102.6 43.8 71.0 142.3 23.8 62.5 142.3 23.8 68.0 


“The ratio of loans to total loans and 
investments reflects the local demand for 
funds. The country bank, or the bank in 
a city with a few large industries, carries 
a considerable part of its loanable funds in 
investments, while the large city bank lends 
relatively larger amounts directly to its cus- 
tomers. 

“The middle-sized banks tend to carry 
relatively small amounts of demand deposits 
and relatively large amounts of time de- 
posits. The amount of interest paid on de- 
posits is a direct reflection of the amount 
of time deposits. 

“In the important ratios of gross and 
net earnings to available funds, and to loans 
and investments, there is no large distinc- 
tion between the different sizes of banks. 
It may perhaps seem surprising to the cas- 
uaf observer that gross earnings are as large 
as 6 per cent of loans and investments, con- 
sidering the fact that the rate charged on 
loans and the rate earned on investments 
are both frequently under that figure. The 
explanation is found in the fact that gross 
earnings include profit or loss on other op- 
erations, such as the sale of securities. Lower 
interest rates thus far in 1924 might be ex- 
pected to reduce this ratio. 

“The ratio of gross earnings to the total 
available funds reflects not only the rate 
of earnings on loans and investments, but 
also the employment of available funds as 
indicated in ratio number 2. The ratio of 
net earnings in relation to total available 
junds reflects also efficiency of operation. 

“The ratio of net earnings to capital funds 
(capital, surplus and undivided profits) while 
a figure frequently used reflects largely the 
capitalization of the bank rather than its 
operating efficiency. 


“The payroll on the average absorbs from 
16 to 23 per cent of gross earnings and tends 
to be heaviest in the largest and smallest 
banks. The proportion of gross earnings 
which is absorbed by the payroll has in- 
creased steadily in the past five years, as 
bank wages have gradually been adjusted 
to higher wage levels prevailing since the 
war. 

“The large banks tend to borrow the most 
money, as their need for funds depends on 
the fluctuating needs of commerce and in- 
dustry. The large and the small banks pay 
relatively the heaviest taxes. In the total 
expense account the most important factor 
is interest paid on deposits, and as a result 
the middle-sized banks with the large time 
deposits tend to have the largest total ex- 
pense in relation to their gross earnings. 


Influence of Time Deposits 


HE relative amounts of time and de- 

mand deposits held by a bank are so 
obviously important factors in determining 
the nature of a bank’s expenses and‘ its op- 
erating characteristics that table 2 has been 
inserted, in which the banks are grouped, not 
according to size, but according to percen- 
tages of time to gross deposits which they 
show. 

“The table indicates that practically every 
one of the operating ratios is largely affected 
by the amount of time deposits. Banks 
with large amounts of time deposits show 
small capitalization, a large use of available 
funds, a small payroll, large interest pay- 
ments, a moderately low ratio of net to 
gross earnings, but a high ratio of net earn- 
ings to capital and surplus. Banks with 
large amounts of time deposits seem to be 


TABLE 2—AVERAGE OPERATING RATIOS OF REPRESENTATIVE MEMBER BANKS 
GROUPED ACCORDING TO AMOUNT OF TIME DEPOSITS. 


Read the table as follows: In banks with no time deposits capital funds average 35.8 per cent of gross 
deposits; in banks with time deposits equal to less than 25 per cent of their gross deposits, capital funds 


average 15.7 per cent of gross deposits, etc. 


Groups of Banks 


es divided according to the per- 
centage of time deposits to gross deposits. 


in general the banks with a limited local 
demand for funds, as shown by a low ratio 
of loans to loans and investments.” 


In New England 


N the Boston district Frederic H. Curtiss, 

the chairman of the Federal Reserve 
Bank, sent out questionnaires to forty mem- 
ber banks, having loans and investments of 
between $3,000,000 and $5,000,000. The yard- 
stick used was a comparison of the earnings 
and expenses with the total loans and in- 
vestments, including borrowings from the 
Federal Reserve bank and other banks, «as 
they represented the source of the bank's 
earnings. 

Summing up, it was found that, broadly 
speaking, the running expenses of an average 
country bank in 1922 normally consumed 
between 70 and 75 per cent of the gross 
earnings. Salaries of all kinds accounted 
for slightly less than one-quarter of these 
expenses, or about 17 per cent of the gross 
earnings, and interest paid on deposits for 
almost half of the total expenses, consum- 
ing 35 per cent of the earnings. 

In another study of the operating ex- 
penses of the 433 member banks for 1921, 
Mr. Curtiss found that the percentage of 
expenses to gross earnings fluctuated vio- 
lently from an extreme low of 24 per cent 
to an extreme high of 142 per cent. Nor- 
mally, however, expenses approximated two- 
thirds of its gross income. In measuring the 
earnings, however, it was found best to re- 
duce all figures to terms of their relation 
to each bank’s net loans and investments, 
thus eliminating borrowings from the Fed- 
eral Reserve bank and from other banks. 

“As the result of this investigation,” Mr. 
Curtiss said, in analyzing conditions among 
these New England banks, “it appears that 
the standard gross earnings were from 6 
to 7 per cent annually of the net loans and 
investments in the Boston Federal Reserve 
District, the rate for the most part being 


_ Ratios Expressed in Percentages. 0 Under 25 25-49.9  $0-74.9 75 and Over progressively higher, in accordance with 
the size of the bank and the population of 
. Capital funds a to gross deposits.............. 35.8 15.7 15.9 14.2 12.5 the community in which it is located. Prac 

-0ans— 
>. Loans and investments to total available funds b. 83.3 78.7 85.0 87.7 89.7 tically all the earnings arose out of interest 
5. Leone to loans and investments...........0..65 53.7 72.8 57.9 51 37.2 and discount operations. ° 

Deposits— 
4. Demand deposits to gross deposits...... secccees 100.0 92.3 59.1 38.2 20.7 “The most important single item of ex- 
5, Saaerest paid on deposits to gross deposits...... 0.8 1.7 2.1 2.5 3.0 pense in all but the smallest sized banks 

Zarnings— 
7. Gross earnings to total available funds......... : 
&. Net earnings to total available funds..........-. 2.0 1.5 1.5 1.5 1.6 30,000 population was interest on deposits. 
10.2 12.6 13.3 14.3 16.3 “Next in importance among the running 

tsposition 0. ross Larnings— H thi 

Ration of the following items to gfoss earnings: expenses were salaries and wages, which 
10. Salaries and wages... p cagasettertstseseenes 26.2 20.4 20.2 17.9 13.3 ran consistently in the neighborhood of 1 
11. Interest paid on borrowed money : 1. 1.4 0.3 
12. Interest paid on deposits..............+.4- oe . 10.4 29.1 32.9 39.3 46.5 per cent annually of net loans and invest- 
13. Taxes 5.4 3.9 ments in all classes of banks as compared 
14. Other expenses 2. 12.4 2.8 j 
15. Total expenses . 59.7 69.5 72.0 71.6 71.5 with 2 per cent for interest on deposits. ' 
16. Net earnings 40.3 30.5 28.1 28.4 28.5 A few of the more significant facts were 

Number of banks in group.............ee006 17 57 70 120 16 contained in the table which appears at the 


a Capital, surplus and undivided profits. 


h Capital, surplus, undivided profits, deposits, borrowed money and notes in circulation. top of the page. 


The Dollar Takes to Wings 


By RIXEY HOBSON 


New Transcontinental Air Mail May Speed Up Collection of 


Checks. 


Federal Reserve Banks Considering a Revision of 


Time Schedules. Practical Working of Check Clearing System 
Dwarfs Estimates of Gains From Cutting Down “Float”. 


ITH the inauguration of the 
air mail service spanning the 
continent, the dollar is being put 
on wings. 

So speedy is the flight of the thundering 
ships of the air that the world has been 
forced to take up a few notches in its time 
belt. And, by the same token, the banking 
world is pondering how it will readjust the 
order of things to keep stride with the new- 
est advance in communication. The new 
air mail will speed up the collection of 
cash items so that a check, drawn in New 
York on a San Francisco bank, may be col- 
lected on the Pacific seaboard two days ear- 
lier than is now possible, although mailed 
on the fastest transcontinental trains. 

There is something romantic about the 
air mail, with the roaring planes driving 
through the black pitch of night, sweeping 
over the loftiest mountain ranges and point- 
ing their noses in the teeth of tempests to 
deliver their cargoes of words safely at their 
destinations. The venture has stirred the 
imagination of men, who see in the new ser- 
vice the release of millions of dollars for 
use in business through a reduction in 
the time of the “float”—the interval be- 
tween the time that a check is presented and 
the time that its proceeds are available. 
Representative Clyde Kelly of Pennsylvania 
estimated that the air line, by expediting the 
distribution of funds throughout the various 
industrial centers between the two seaboards, 
might make $45,000,000,000 a year—other- 
wise constantly out of circulation—available 
for business. 


In Terms of Practicality 


BY dealing in terms of practicality, it is 
hard to support the claims that have been 
made by some of the enthusiastic sponsors 
of the air line—although none will say that 
a 34-hour mail service is not a distinct ad- 
vance over the present mail train facilities, 
or that cutting the time required to do busi- 
ness between any two industrial centers is 
not highly desirable. Even if the time of 
the “float” were reduced, it would mean little 
in dollars-and-cents savings to the bank, 
owing to the operation of the system by 
which checks are cleared. 

What putting the dollar on wings means 
is now being studied by the Federal Re- 
serve banks in New York, Chicago, San 
Francisco and in other regional cities. It is 
quite likely that the time schedules, which 
specify the number of days that must elapse 
before the proceeds of items turned over to 
them for collection will become available, 
will be revised if the air mail demonstrates 
that it can maintain the schedule for the 


transportation of the mail. With the char- 
acteristic caution of bankers, officials of the 
Federal Reserve banks are thinking of the 
rigors of winter and wondering if the planes 
can ride the snowstorms and tempests with- 
out losing the fight. 

Having in mind the hours at which checks 
are cleared in the various cities, a study of 
the air mail schedules from the viewpoint 
of New York shows that the use of the 
swifter service could bring about a reduc- 
tion of two days on cash items due for 
collection in San Francisco, while a gain of 
one day’s time could be obtained on items 
on Denver, Los Angeles and Salt Lake 
City. At this time, it appears that no re- 
duction, with the existing schedules of the 
mail ships in effect, can be obtained on cash 
items drawn on Helena, Kansas City, Omaha, 
Oklahoma City and Portland. 


A “Wash” Transaction 


T first blush it would seem that cutting 

down the time of the “float” would ef- 
fect a big saving to the banks, for if the 
proceeds of a check are available sooner 
the bank would have this money on hand 
to be put out in commercial loans or for 
other purposes. Viewed from the one-way 
angle, this would be true, but when one 
considers the method by which checks are 
cleared, it is clear that the whole thing is 
pretty much a “wash” transaction, and that 
a bank will lose just about as much as it 
will gain through speeding up the clear- 
ance of checks. 

Under the system in force among the 
Federal Reserve banks, a member bank 
may turn over checks for collection and, 
after a lapse of a certain number of days, 
may draw against the amount. The time 
elapsing before the proceeds of the item are 
availabla depends upon the distance the 
bank, upon which the check is drawn, is 


reety requesteony AIRR MAIL 


An enterprising aircraft manufacturer 

in Cleveland puts this sticker on the 

face of all letters as a means of en- 
couraging the use of the air mail 


77 


from the city where the check is pre- 
sented. For instance, one day after receipt 
by the Federal Reserve Bank of New York, 
the bank may draw against checks on Bos- 
ton, Philadelphia, Richmond, Pittsburgh and 
Buffalo. Two days after receipt the pro- 
ceeds of checks drawn on banks in Chicago, 
St. Louis, Minneapolis, Birmingham, At- 
lanta and other cities are available. Three 
days must elapse before the proceeds of 
items on banks in Omaha, Oklahoma City, 
Dallas, New Orleans, Memphis, Little Rock 
and Kansas City can be used. Four days is 
listed on the time schedule for Helena, EI- 
Paso, Houston, Denver, Spokane, Salt Lake 
City, Portland and Seattle. Checks on San 
Francisco and Los Angeles banks require a 
lapse of five days. 

In the case of country banks, not located 
in these reserve cities, additional time is 
required because the schedule is based on 
the time that it takes for a check, moving 
expeditiously by direct mail trains, to reach 
the point where it is paid. Thus, the pro- 
ceeds of cash items on banks in the states 
far remote from New York are not avail- 
able until eight days have passed. 

The scheme works out conversely for each 
Federal Reserve bank has its own time 
schedule, based on the same consideration. 
In the event a check is not paid at the other 
end, the bank is notified by telegraph by the 
Federal Reserve bank, which acts as the 
clearing agent. It is this telegraphic system 
which has speeded up clearing of checks 
and greatly reduced the time required for the 
clearing operation. 


An Even Exchange 


Y and large, the clearing of checks is 

a “wash” transaction, because banks 
honor just about as many checks drawn on 
other institutions as these other banks pay on 
their checks. There are, of course, excep- 
tions to the rule, and there are seasonal fluc- 
tuations when the number of checks drawn 
on eastern banks and presented at western 
banks for payment exceed the number of 
items, drawn on western banks, and pre- 
sented at teller windows in the East. How- 
ever, Federal Reserve Board officials assert 
that the whole operation evens up when 
taken over the period of a year. 

Thus, for example, if a man presents at 
a New York bank a check for $1,500, drawn 
on a San Francisco institution, he generally 
is given this sum in cash by the eastern 
bank. The check is turned over to the Fed- 
eral Reserve Bank for collection and, auto- 
matically, five days later the New York 
bank is given a credit of $1,500, which it 
can draw against after the lapse of this 
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Wide World 


Placing on board the first trans-continental mail liner, the initial consignment of 


mail, 


Thirty-four hours after the plane clears from New York, the postal pouches 


reach San Francisco 


time. During the five days’ period—the 
time of the float—the bank is seemingly 
losing the interest on this $1,500, because 
it has paid out the money to the payee on 
the check and not until five days later are 
the proceeds of the item available to it. 

However, out in San Francisco, a check 
for $1,500 on the New York bank is pre- 
sented at the teller’s window. Without 
hesitation—since the payee is known and 
the check is good—the western bank turns 
over $1,500 in honoring the item. Not until 
five days later is the money, which the bank 
has just paid out, available. 


How It Works Out 


F this operation is viewed from one side, 

it seems that the bank is losing the use 
of this sum of money for five days. But 
when regarded as a whole, it is seen that 
the bank is “in” just as much as it is “out,” 
because it is permitted to hold the money 
against which a check has been drawn for 
only three days instead of five. So if the 
“float” is equally distributed, the banks have 
lost nothing. Thus, if the time of the 
“float” were cut from five to three days, the 
situation would not be altered in any way. 
The banks would have just as much money 
available for loans, but, of course, the col- 
lection of the checks would be faster. This 
would tend to reduce the element of risk— 
because a bank would know sooner whether 
checks sent for collection were paid. With 
fewer days elapsing between the time the 
check is presented and the time that it is 
paid, there would be less chance of the bal- 
ance held in reserve to pay the outstanding 
items being dissipated. But, from the stand- 
point of “saving” interest, the change 
wrought by the use of the air mail would 
not be material. 

The value of the air mail to bankers de- 
pends largely upon the attitude of the Fed- 


eral Reserve banks. At the present time 
the banks are compelled to send their items 
through the Federal Reserve bank, or, if 
sent direct, as agents for the Federal Re- 
serve. As long as the distant points are 
subject to credit after the number of days 
set forth in the time schedules, there is noth- 
ing to be gained by the use of air mail for 
the regular cash letters. 

Should the Federal Reserve banks, in 
their forthcoming circulars, cut down the 
lapse of time for credit where the items 
are forwarded by air mail, it is probable 
that collection items, ranging about $1,000, 
will be consigned to the planes, because 
one or two days’ interest on this sum would 
justify the additional expense. Or it may 
be that the banks will be permitted to send 
the collection items direct and pay for tele- 
graphic notification of their payment over 
the Federal Reserve wires. 


No Gain on Chicago 


OPE was expressed that the inaugura- 
tion of the air mail between New 
York and Chicago would cut down the 
float on items moving between the two 
cities to a single day, for it is estimated 
that the check transactions between the two 
centers amount to $7,500,000,000 annually. 
However, the airplanes “take off” from the 
New York flying field at 11 o’clock in the 
morning, under the present schedule. Checks 
consigned to these planes necessarily would 
have to be cleared the day before and, not 
arriving at Chicago until the next day, do 
not reach the Illinois city in time to be 
cleared on the same day. Thus, the New 
York bankers have nothing to gain on checks 
on banks between New York and Chicago 
—inasmuch as the time schedule now pro- 
vides for two days. 
A study of the schedules and other fea- 
tures in the clearing of checks reveals that 


nothing is to be gained by forwarding items 
from New York on Helena, Kansas City, 
Omaha, Oklahoma City and even Portland, 
Ore., by the air carriers. Shou'd the time 
of the plane’s departure from the eastern 
terminus by changed so that the pilots would 
fly westward at night, it is believed that the 
clearing of the cash letters might be expe- 
dited a day or more. 

There is one group in the financial world 
that may profit from the superior speed of 
the air mail—the dealers in securities, who 
are paid upon the delivery of the bonds and 
stocks. They will get their money sooner 
because the planes can outstrip the trains. 
However, the Postoffice Department has 
placed a limitation on their operations by de- 
clining to insure securities, readily nego- 
tiable, although it will readily accept other 
classes of securities. 


The Element of Risk 


HE element of risk is not considered 
much greater on mail sent by air post 
than on the letters forwarded by train. As 
to the reliability of the service, Col. Paul 
Henderson, the Second Assistant Postmaster 
General who is in charge of the air mails, 
recited that the airplanes during the past 
year have flown over 2,000,000 miles, much 
of it by night, without a fatal accident. In 
one year the ratio of mail destroyed, to 
mail safely transported, has been 120 pounds 
to 360,000 pounds. A pound averages 40 
letters, so that out of approximately 14,400,- 
000 letters carried only 4800 were lost. Sin- 
gularly this is a record proportionately far 
more reliable and secure than any other 
means of postal communication, even though 
larger quantities are involved in other sys- 
tems. 
Only 3 per cent of the air trips scheduled 
failed of completion. While the planes op- 
(Continued on page 122) 
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How the State Banks Regard the 


Federal Reserve System 


By FRANK W. SIMMONDS 


Vast Majority of State Chartered Institutions Hold System in 
High Esteem. Ten Main Criticisms Revealed by 4954 Answers 


to Questionnaires. 


Only 404 Banks Object to Par Collection 


of Checks, but 714 Want Interest Paid on Daily Balances 


CONOMISTS, the world over, have 

repeatedly voiced the opinion that 

the Federal Reserve System repre- 

sents the sanest and most con- 
structive financial legislation ever devised by 
any country in the world, and amazement is 
often expressed that so few state banks avail 
themselves of the benefits of membership, 
only 1595 out of a total of over 21,000 state 
chartered institutions being members of the 
System. This situation led to the appoint- 
ment of a joint congressional committee by 
the Congress, for the purpose of making a 
study of the situation and to determine the 
reasons why more state banks are not joining 
the System. 

Realizing the importance of this situation, 
the State Bank Division of the American 
Bankers Association, comprising over 12,000 
state chartered institutions, went on record 
in annual meeting as heartily approving the 
fundamental principles upon which the Fed- 
eral Reserve System is based, and expressed 
appreciation of its proved effectiveness as a 
splendid stabilizing influence in maintaining 
the financial integrity of the country and 
requested the officers of the State Bank Di- 
vision to render all assistance possible in 
clearing any misunderstandings and in curing 
any existing defects, to the end that the 
facilities of the Federal Reserve System may 
be made more widely available. 


Special Committee Named 


N carrying out this plan, a special com- 

mittee on Federal Reserve Relationship 
with State Banks was appointed by Presi- 
dent John D. Phillips, to make a careful 
and comprehensive survey of the subject, 
with a view of presenting its findings to the 
Joint Congressional Committee. 

The Committee, consisting of E. E. Crab- 
tree, president of the Farrell State Bank, 
Jacksonville, Ill., as chairman; L. A. An- 
drew, president Citizens Savings Bank, Ot- 
tumwa, Iowa; Guy E. Bowerman, president 
of the Arlington Heights State Bank, Los 
Angeles, Cal.; G. N. Richardson, vice-presi- 
dent and cashier of First State Bank, Lees- 
ville, La.; and Dan V. Stephens, president 
of the Fremont State Bank, Fremont, Neb., 
held several conferences with the Con- 
gressional committee and attended public 
hearings on the subject. It was then decided 
to make a further study of the matter, and 
to supplement this data with first-hand in- 
formation and advice from each and every 


state banker in America by means of a ques- 
tionnaire on the subject. 

In submitting the questionnaire, the Com- 
mittee expressed its faith in the Federal Re- 
serve System, and briefly recited its achieve- 
ments and merits; but frankly admitted that, 
in its opinion, mistakes in judgment had been 
made and managerial errors committed, but 
that evidence indicated that these were large- 
ly of a local character—that while almost 
universal satisfaction has resulted in some 
Federal Reserve districts, dissatisfaction was 
prevalent in others; and decided that the 
only way to secure a comprehensive survey 
of opinion as to what betterments and 
changes are necessary, was to hear per- 
sonally from all the state banks in each 
Federal district in the entire country. 


Question of Recharter 
TTENTION was called to the fact that 


within the next ten years the question 
of recharter will come before Congress, and 
that it is high time to make a study of the 
matter and determine, if possible, how the 
System may be improved so as to eliminate 
all possibility of serious opposition when the 
question of recharter becomes an issue. 
President Phillips, in submitting the ques- 
tionnaire, said: “The Federal Reserve Sys- 
tem is of such vital importance to the coun- 
try that any weakening of the structure 
‘would be disastrous. Politicians, for the 
sake of making votes, have maliciously and 
libelously attacked the System; others have 
“passed the buck”; both have succeeded in 
creating prejudice in the minds of the people 
in certain sections of the country, against 
the System. Admitting that errors of ad- 
ministration have crept in here and there and 
that poor judgment has occasionally been 
used by some of the officers and employees, 
which have reacted to the disadvantage of 
the System—but, all in all, this is only hu- 
man, and we have no more right to charge 
these offences against the fundamental prin- 
ciples of the Federal Reserve System than 
we have to charge the church with the mis- 
conduct of some of its members.” 


The 4954 Responses 


HE hearty response to the questionnaire 
has been interesting, instructive and grati- 
fying; 4954 state bankers filed replies to the 
questionnaire, with supplemental letters of 
comment, indicating that although a majority 
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of state banks are not members of the Sys- 
tem, it is held in high regard by them. 

The following questions were submitted: 

1. “Do you believe that the Federal Re- 
serve System has been beneficial to the agri- 
cultural, commercial and industrial interests 
of the country, and that it should be per- 
petuated ?” 

Replying to question No. 1, 4024 voted 
YES, either in direct answer to the ques- 
tionnaire or through supplemental letter, and 
only 61 voted NO. 

2. “If your not being a member should 
contribute to the destruction of the System, 
would you join?” 

In reply to this question 2876 voted YES, 
and 725 voted NO. Many bankers did not 
vote on this question as, under present rules, 
they considered themselves ineligible for 
membership. 

Question No. 3 asked them to fully and 
frankly express their opinion of the Federal 
Reserve System and to make any suggestions 
as to changes in the rules, or modification of 
the law that they deemed needful in order to 
make the Federal Reserve System merit their 
hearty approval and support. 

The responses to the three queries make 
mighty interesting reading, ranging as they 
do, from heartiest expressions of approval 
and appreciation of the Federal Reserve Sys- 
tem, to occasional condemnation of the Sys- 
tem, couched in language, which, for safety 
to the mails, warranted their being written 
on asbestos paper. The replies indicate that 
the majority of state bankers, while not 
members of the System, hold it in high 
esteem. 


What Stands Revealed 


N checking up the comments and sugges- 

tions in these letters, it is interesting to 
note that: 

Of the 4954 replies, 714 asked for “interest 
on daily balances.” 

175 expressed the opinion that “banks 
should share in the surplus earnings of the 
System, above the 6 per cent allowed by 
law.” 

Concerning the question of exchange on 
cash items, over which there has been so 
much discussion, pro and con, we were sur- 
prised to find that only 404 objected to the 
Par Collection system and asked for the 
privilege of exchange on cash items. 

303 expressed the opinion that “the System 


80 AMERICAN BANKERS ASSOCIATION JOURNAL 


was thought necessary but not popular and 
needs modification.” 

175 were of the opinion that “the System 
is under political domination and partisan- 
ship influence.” 

94 are of the opinion that “the System is 
making too much profit.” 

213 are of the belief that “the System can 
do nothing for the small banks, that the city 
correspondent cannot do, and it can be done 
easier by the city correspondent.” 

279 object to what they call “coercive, red 
tape, dictatorial methods which alienate 
friendship.” 

67 register objection to alleged “expensive 
buildings erected for the various banks.” 

150 bankers feel that “membership in the 
System means extra work, extra expense, 
and no returns.” 

132 are of the belief that “it is a city 
banker’s bank, and not a country banker’s 
bank.” 

188 in making comments in addition to an- 
swering the questionnaire, expressed “com- 
pléte satisfaction with the Federal Reserve 
System.” 

404 registered complaints of a general na- 
ture, not subject to definite analysis. 

13 state that they were members at one 
time but had withdrawn, while fifteen bank- 
ers now members of the System are not 
satisfied. 

174 make complaint against “fifteen day 
paper, or paper not eligible, or direct bor- 
rowing privilege not being useful.” 


The Why and Wherefore 


ANY inquiries were made by bankers 

in answering the questionnaire, asking 
for explanation of various phases and activi- 
ties of the Federal Reserve System. In at- 
tempting to answer these inquiries we have 
used the criticisms and comments tabulated 
from replies to the questionnaire as a basis. 

“The system is thought necessary, but not 
popular, and needs modification.” 

The important feature of this criticism ap- 
pears to be a favorable one, and one of the 
most important results of the questionnaire 
is the general expression of opinion by bank- 
ers, nonmembers of the Federal Reserve 
System, that it is a necessary part of our 
economic machinery. It would be very diffi- 
cult to determine the weight to be given to 
the statement that the Federal Reserve banks 
are not popular. Certainly, when one recalls 
the almost unanimous opposition manifested 
to them at the time of their organization by 
the banks of the country, both state and na- 
tional, the number of strong supporters 
which they now have indicates that they have 
grown tremendously in popularity. 

Practically all would admit that modifica- 
tion of the system should and will take place, 
but the important consideration seems to be 
that the general outlines of the System and 
its operation have proved sound and have met 
with approval from the bankers and business 
men of the country. 


Interest on Balances 


6 ANT interest on daily balance.” 

Of the 4954 who answered the 
questionnaire, only 515 expressed belief that 
interest should be paid to member banks on 
their daily balances. The subject has been 
many times discussed and the reasons ad- 


vanced against the payment to znember banks 
of interest on their daily balances with the 
Federal Reserve bank appear conclusive. 

These deposits represent reserve funds and 
should be used as a basis of credit extension 
only in response to demands for accommoda- 
tion from the agricultural, commercial and 
industrial interests of the country coming to 
the Federal Reserve banks through the mem- 
ber banks. If the Federal Reserve banks 
were required to pay interest on their re- 
serve deposits they would have to keep a very 
large volume of funds invested in the 
market. The lower the rate of interest ob- 
tained in the open market, the larger the 
amount of funds they would have to invest, 
so that in periods of low interest rates, such 
as the present, the effect of such competition 
of the Federal Reserve System with the 
member banks, would be extremely dam- 
aging to member banks and would far out- 
weigh any benefits received by these in the 
form of interest on balances. Moreover, it 
would result in over-expansion of the loans 
of the Federal Reserve banks in time of easy 
money and would so weaken them as to 
greatly impair their ability to meet the de- 
mands of agriculture, commerce and indus- 
try in time of business expansion and heavy 
loan demands. 


On Par Collection 
fT BJECT to the coercive Par Collec- 


tion System.” 

In dealing with the subject of par collec- 
tion, which has always been a controversial 
one, it may be of interest to present briefly a 
summary of the benefits of par payment pre- 
pared by the National Association of Credit 
Men: 

For Business—It has enabled the business 
man to receive an actual 100 per cent settle- 
ment when his invoices are paid. This means 
that when he gets a $1,000 check payable at 
par for a $1,000 invoice, the bank on which it 
is drawn pays $1,000 for it, not less, because 
there is no deduction of an “exchange 
charge.” 

It has made the check of the country mer- 
chant, manufacturer or farmer, if it is pay- 
able at par, a much more satisfactory and 
acceptable means of payment in distant 
places. It has made it less necessary for him 
to purchase drafts, or carry otherwise need- 
less bank balances, in order to make distant 
payments. 

It has cut in half the average time for- 
merly required to collect checks, and to ob- 
tain advice and return of dishonored checks. 
Speedy collections increase the safety of the 
credit risk. 

It has reduced, and in many cases entirely 
eliminated, the “interest charges” made by 
city banks to their depositors for advancing 
the amounts of out-of-town checks while 
they are being collected. Of the 340 clearing 
houses in the United States, only 25 now re- 
quire the banks in their membership to make 
charges of this nature. 

For Banks—It has made possible for the 
first time in the United States a scientific 
check collection system. 

It has reduced the cost of handling checks 
and eliminated many unnecessary handlings. 

It has enabled city banks to reduce greatly 
the number of bank accounts and reciprocal 
arrangements they formerly maintained for 
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collection purposes, and has released these 
funds for the use of business. 

It has enabled country banks to hold de- 
posits that formerly would have been di- 
verted to the cities, since the checks their 
depositors draw are par checks, which are 
more acceptable in distant places and which 
business men prefer to receive. 

For the Public—It has removed what Sen- 
ator Glass called “toll gates on the highway 
of commerce.” 

It has made payments for interstate com- 
merce as free as interstate commerce itself. 

It has made bank checks far more widely 
acceptable and promptly convertible than 
ever before, thereby greatly facilitating the 
exchange of goods and services which con- 
stitute American industry, commerce and 
agriculture. 


Influence of Politics 


6¢6Q-NONSIDER it under political domina- 
tion or partisanship influence.” 

Banks have repeatedly expressed their sin- 
cere desire that the Federal Reserve System 
should be kept free from undue political and 
partisan influence, feeling that the scientific 
distribution of credit is not a matter to be 
swayed by political considerations. [t will 
be recalled that the American Bankers Asso- 
ciation, in an effort to keep the Federal Re- 
serve Board free from political influence, 
proposed that the President should be em- 
powered to reappoint a member of the Fed- 
eral Reserve Board without requiring con- 
firmation for a second time by the Senate. 
Adhering to the view that the Board should 
have the most expert and best equipped men 
to direct the operations of the System, the 
association deplored the amendment striking 
out the requirement that at least two mem- 
bers should be bankers, and providing for the 
appointment of a member from a certain 
class. 

It is significant that only 175 of the 
banks answering the questionnaire felt that 
the Federal Reserve System was under “po- 
litical” domination or “partisan” influence. 


Reserve Board Profits 


667M" HAT the System is making too much 
profit.” 

Following is a tabulation of the net earn- 
ings of the Federal Reserve banks year by 
year since organization. It will be noted that 
for a period during and following the Euro- 
pean war the heavy demands for credit 
which came upon the Federal Reserve banks 
resulted in their having very large earnings: 


DISTRIBUTION OF GROSS INCOME 
OF ALL FEDERAL RESERVE BANKS 


Gross 


Date Dividends Surplus Earnings 

Nov. 16, 1914 

and 1915..$ 217,463 2,173,252 
6,801,726 $1,134,234 16,128,339 
1918 ....... 5,540,684 48,334,341 67,584,417 
1919 ....... 5,011,832 70,651,778 102,380,583 
1920 ....... 5,654,018 82,916,014 181,297,338 
6,119,673 15,993,086 122,864,605 
1982 6,307,035 2,740,158 50,490,739 
6,552,727 2,545,513 50,708,566 


A Federal Reserve bank officer writing in 


TI 
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1920 made the following comment on the 
subject: “The Federal Reserve banks were 
created to provide elastic credit and cur- 
rency, which would expand or contract in 
accordance with the requirements of indus- 
try, commerce and agriculture. They were 
also expected measurably to control and 
regulate the volume of credit so that credit 
conditions might be as stable as possible. 
Upon America’s entrance into the war they 
were called on to assist in creating the im- 
mense volume of additional credit required 
by the financing of the war. 

When the peak of the Government debt 
was passed and there was no necessity for 
further credit expansion on account of Gov- 
ernment operations, the Federal Reserve 
banks took steps toward controlling and lim- 
iting credit expansion. They adopted the 
method of increased discount rates. These 
were advanced, step by step, from 4% per 
cent to 7 per cent. The higher rates re- 
sulted in larger earnings. Federal Reserve 
banks’ earnings are a reflection of the exist- 
ing degree of credit and price inflation. In 
times when credit and prices are normal 
Federal Reserve bank earnings will prob- 
ably be very small. The higher discount 
rates, established to stimulate deflation, in- 
crease these earnings, but as the volume of 
credit grows less, these earnings will de- 
crease proportionately.” 

More recently the profits of the Reserve 
banks have diminished with the lessening de- 
mand for credit which has come upon them 
and for the current year they are barely 
making expenses, and may even show a 
slight deficit. It should be borne in mind 
that after building up a surplus equal to 
double their capital, the Reserve banks must 
turn over to the Government as franchise 
tax 90 per cent of their net earnings. 


Want More Equitable Division 
of Profits 


a greater division of the prof- 
its among the members.” 

The comment on the preceding criticism 
throws some light upon the feasibility of a 
greater division of profits among the mem- 
ber banks. In the current period such profits 
are negligible. When the profits are impor- 
tant in amount they go to the Government 
as franchise tax. In other countries having 
central banks of issue it is customary for the 
Government to levy a tax upon the amount 
of the banks’ circulation. The Federal Re- 
serve Act provides for such a tax on Federal 
Reserve note issues to be levied at the dis- 
cretion of the Federal Reserve Board. Up 
to the present time no such tax has been 
levied, but the more flexible arrangement of 
turning over to the Government the major 
portion of net earnings when available, has 
been followed and this appears to be desira- 
ble from the viewpoint of the public interest. 
If the Federal Reserve banks were under 
pressure to make big earnings for distribu- 
tion to member banks, their judgment as to 
proper regulation of credit and volume would 
not be unbiased. If the banks profited from 
credit expansion, decisions could not be 
reached wholly from the viewpoint of the 
best good of the country. 


A City Bank’s System 


“ System can do nothing for the 
small banks that the city correspondent 
cannot do, and it can be done easier with the 
city correspondent.” 

It is undoubtedly true that the services and 
facilities rendered small banks by the Fed- 
eral Reserve banks are similar in character to 
those obtainable from their city correspon- 
dents, and banks which are members of the 
Federal Reserve System continue to rely on 
their city correspondents for many services. 
At the same time the services of the Federal 
Reserve banks in the matter of check col- 
lecting, supplying of currency, safekeeping of 
securities, etc., are coming to be recognized as 
unequalled. The membership of small banks 
in the Federal Reserve System, however, is 
desirable from the point of view of their rela- 
tion to the credit structure of the country. 
The smallest member bank has the same right 
to avail itself of the facilities of the Federal 
Reserve bank as the largest; and the impor- 
tance of this facility has been well demon- 
strated during recent years in the relatively 
low mortality among small bank members of 
the System as compared with that among 
those banks outside of the System, and the 
services available to borrowers in times of 
stress are, in general, more dependable with 
member banks than nonmembers. 


Resent Coercive Measures 


66 BJECT to what they call coercive, red 
tape, dictatorial methods, which do 
not gather friends.” : 

The objection voiced by member banks 
to the “coercive, dictatorial, red tape meth- 
ods” of the Federal Reserve banks no doubt 
in most cases has reference to their contact 
with the Federal Reserve banks in connec- 
tion with par collection of checks. We be- 
lieve that the complaint has reference to past 
rather than present practices, and that the 
Federal Reserve banks are now handling the 
difficult matter of check collections in such 
a manner as to avoid friction. We find that 
banks which are members of the System and, 
therefore, closely acquainted with the meth- 
ods of the Federal Reserve banks in dealing 
with their members have little or no com- 
plaint to make along this line; and, in fact, 
many of them speak in highest terms of 
their relationship with the Federal Reserve 
bank. 


The “Banking Palaces’”’ 
M“Y object to “the expensive buildings 


erected for the various banks.” 

The Federal Reserve banks are large banks 
with large corps of employees, made nec- 
essary by the tremendous volume of their 
operations. They are the custodians of cash 
and securities in quantities hitherto unheard 
of in this country. To properly house their 
activities and safeguard the securities and 
cash in their care, they require buildings of 
ample size and specialized construction. In 
the constfuction of their buildings, the Fed- 
eral Reserve banks have taken a lesson from 
the experience of commercial banks of the 
country, which have almost invariably failed 
to build with adequate space to cover their 
requirements of the nearby future. The 
growth of bank resources in the United 
States averages about 7 per cent annually, 
so that about every ten years the resources 


double, and the Federal Reserve bank build- 
ings are designed to allow for growth during 
a reasonable period. The buildings are an 
investment of the bank and are not paid 
for out of current earnings. The Reserve 
banks charge off annually a _ reasonable 
amount for depreciation at a rate authorized 
by the Federal Reserve Board. 


Involves Extra Expense 


é66QQ EEL that it is extra work and extra 
expense, and no returns.” 

This comment is divided into three parts: 

1. Our impression derived from contact 
with banks which are members of the Fed- 
eral Reserve System, is that they do not 
find their membership involves extra work. 
The reports which they now make to the 
Federal Reserve bank and the Federal Re- 
serve Board are brief and readily compiled, 
and the number of bank examinations is not 
increased. Many of the state institutions 
which have joined the system investigated 
this point very closely before becoming mem- 
bers, and have become convinced by their 
experience in the system that it does not 
involve extra work that is burdensome. 

2. The question of whether membership 
involves extra expense is one requiring anal- 
ysis in the case of each member bank, but 
whatever this analysis may show in a par- 
ticular case, it may be stated that as a gen- 
eral proposition the reduction in the amount 
of reserve which banks actually need to carry 
as members of the Federal Reserve System, 
as well as the reduction in the statutory re- 
quirements which took place at the time the 
system was established, are adequate to meet 
this objection. In return for this additional 
expense, the banks obtain a greater protection 
against fraud and defalcation. 

3. The question of the returns which 
member banks receive from membership in 
the system is too broad to be treated ex- 
haustively here. Certainly the fact that al- 
most 10,000 banks are members would indi- 
cate that there are real returns to be de- 
rived from membership. We believe that 
this question should be considered in its 
broadest aspect, as unquestionably among 
the most important returns received by mem- 
bers are those of general character, such as 
safety and insurance against panics and 
monetary stringency. Such returns cannot 
be definitely measured, and accrue not only 
to the member bank but to the entire busi- 
ness community. We believe that, while each 
banker must analyze the problem with rela- 
tion to the conditions in his own bank, yet a 
broad, public-spirited viewpoint is most de- 
sirable if our nation is to have the full 
advantages of a modern, efficient banking sys- 
tem, and it is not too much to expect that 
every bank should contribute its support to 
the maintenance of such a system. It is sig- 
nificant that 2876 non-member banks of the 
3601 replying to this question declared 
that, if their failure to take membership 
would encompass the destruction of the Fed- 
eral Reserve System, they would readily join 
to preserve it. 


Country Banks’ Viewpoint 


66T is a city banker’s bank, and not -a 
country banker’s bank.” 
Unquestionably the purpose of the Federal 
Reserve Act and of the management of the 
(Continued on page 126) 
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The World’s Oldest Bankers Seize 


the New Idea 


By JULEAN ARNOLD 


American Commercial Attache, Peking 


Chinese Bankers Association Seeks to Effect a Uniform Cur- 
rency in a Land of Many Currencies. Modern Banks Are Sup- 
planting the Quaint Native Banks, Which Adhere to Old 
Customs and Traditions. China Soon to Have Up to Date Mint. 


LTHOUGH the Chinese are among 
the oldest banking people on the 
face of the earth, yet it is only 
within recent years that they have 

met in national conferences. The Fifth Ap- 
nual Conference of the Chinese Bankers 
Associations was held in Peking in April, 
1924. Thirty delegates representing seven 
Chinese bankers as- 
sociations assembled 
at this conference. 
These bankers asso- 
ciations, which are 
now functioning in 
several different 


commercial centers 
in China, comprise 
only the modern 
Chinese banking in- 
stitutions. The old 
type, or so-called 


native banks, still 
adhere to old cus- 
toms and _ traditions. 
In every city of any 
importance in China, 
one will find a pic- 
turesque, ornate 
building of Chinese 
architecture, which 
is the bankers’ guild. 
Every day the na- 
tive bankers of that 
city meet at the guild 
hall to discuss and 
agree upon rates of 
exchange for do- 
mestic currencies, 
fix uniform interest 
rates for the day, 
and to effect clearances of native bank 
orders. Beyond these functions the bank- 
ers’ guilds handle cases of adjudication 
through especially designated arbitration 
committees and extend certain protection to 
their members. There are no evidences of 
conferences of the representatives of the 
bankers’ guilds of various cities or discus- 
sions of national issues affecting currency. 
Each banking community contented itself 
with its own local problems. The native 
banks are private partnership rather than 
corporation concerns and very limited as to 
capital, often operating on a silver $20,000 
paid in capital. When a bank became bank- 
rupt the shareholders had to bear all the 
financial losses of the bank, proportioned 


according to the amount of their shares. 
Neither a charter nor a_ registration 
certificate was necessary starting 
such a bank. The manager was in supreme 
control. These old type native banks did 
not concern themselves with foreign ex- 
change. The bank’s first functions were 
to receive deposits and make loans. One 


Chinese bankers attending an annual convention of the Chinese 
at Hankow 


of the useful employees in the native bank 
is the -shroff, who is expected to keep in 
constant touch with the patrons of the bank. 
He might be called the bank’s outdoor man. 
It was his business to keep the bank fully 
informed as to the standing of those seeking 
loans and of depositors. 

Domestic exchange in a country where 
there are numerous different units.of cur- 
rency has been a profitable business for na- 
tive banks. In these native banks interest is 
allowed on deposits or charged against 
loans on the basis of the average of all the 
daily rates for the period covered. Natu- 
rally a bank working under conditions such 
as these is greatly handicapped, as it can 
command no large capital, nor does it re- 
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ceive adequate protection of the law. Too 
great a responsibility attaches to the man- 
agement. With small capital it is greatly 
restricted in its ability to effect loans. These 
banks maintain no checking accounts, which 
limits naturally the amount of its deposits. 
They are also handicapped through a poor 
accounting system, as the old type bank 
takes no cognizance 
of the principles of 
double-entry — book- 
keeping. 

During the past 
twenty years and 
more, particularly 
since the outbreak of 
the European war, 
modern banking in- 
stitutions have 
sprung up in very 
considerably num- 
bers throughout the 
important trade 
centers of China, 
there being probably 
100 of these modern 
Chinese banks in 
these centers. They 
are registered with 
the Ministry of 


Agriculture and 
Commerce and _ in- 
corporated under 


definite regulations. 
A system of bank 
examiners not 
yet developed among 
the modern Chinese 
banks, thus the con- 
fidence of the pub- 
lic depends upon personality of 
their directors and of their management. 
They are, however, regular corporations, 
and many of them are gradually extend- 
ing their branches throughout the coun- 
try. They are now being housed in modern 
buildings, some of which compare favorably 
with bank building abroad. They have 
adopted modern systems of bookkeeping and 
function pretty much the same as do foreign 
banks, except that foreign exchange trans- 
actions are confined to a comparatively few. 
Considering the very large number of new 
modern banks organized in China during the 
past ten years, particularly so in such cities 
as Shanghai, Tientsin, Hankow, Peking and 
(Continued on page 114) 
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A Billion Dollar Enterprise Springs 
From the Soil 


By MERTON L. COREY 


Commissioner, Federal Farm Loan Board 


Intermediate Credit System Hardly More Than a Year Old 
Advances $58,000,000 in Cooperative Marketing Associations. 
Agencies That Handle Billion Dollars’ Worth of Farm Products 
Must Take Hold of Themselves and Reorganize for Permanency. 


T is hardly more than a year since 
Congress set up a distinctive system 
of credits for the farmer and the 
nation in passing the Agricultural 

Credits Act of 1923, providing intermediate 
cerdits for the farmers to fill in the gap in 
the financial scheme between the short-term 
loans within the six month maturities of the 
Federal’ Reserve banks and the capital 
credits based on farm mortgages running 
over a period of years. The law, cognizant 
of the part that the cooperative marketing 
associations were to play in improving the 
condition of the American farmer, provided 
for the making of direct loans to these asso- 
ciations, which have increased surprisingly 
in numbers during the past few years. 

Since the twelve intermediate credit banks 
were chartered, it is interesting to note that 
they have rediscounted more than $25,000,- 
000 of intermediate loans, which have been 
passed on to them by banks for rediscount- 
ing. In direct loans to cooperative market- 
ing associations, the banks have advanced 
more than $58,000,000 to aid in the program 
for orderly marketing. 

Despite the strides that the cooperatives 
have made, it may be truly said that the 
cooperative marketing association is yet in 
its infancy. Only a few of them, com- 
paratively, have been able to impress them- 
selves upon the financial interests to the 
point where they may be assured of sub- 
stantial lines of credit. And yet there is 
no reason why every organization dealing in 
staple agricultural commodities may not 
present a financial statement and a business 
organization which will justify all necessary 
credits from any bank in America. 


Orderly Marketing Sound 


HE principle of orderly marketing is 

sound. The farmer and the banker 
have learned that, while production must 
necessarily continue individual, marketing 
to be successful must be collective. The 
manufacturer studies the markets and dis- 
tributes his product from month to month 
as the market can absorb the product at a 
fair price. In times past the farmer has 
disregarded this principle. He has marketed 
the glut of his product shortly after 
harvest time. This glut of the market 
resulted in lower prices. The associations 
are entitled to the support of the banking 
interests, who can now offer adequate 
finances for a period longer than the banks 


formerly could make loans through the 
Federal Reserve System. 

The extension of the powers of the War 
Finance Corporation, to enable them to 
make direct loans to couperative marketing 
associations, furnished a decided stimulus to 
the organization and sound development of 
these important agencies. The War Finance 
Corporation made credits available for 
periods longer than commercial banks may 
prudently handle, as it could safely do this 
because it had a call upon the Treasury for 
almost unlimited funds for this financing. 

The Intermediate Credit banks have 
taken over most of this business. They, too, 
are equipped to care for all such business. 
While we do not have a call upon the 
Treasury for our funds, we do have access 
to an investment market which enables us 
to sell our securities with maturities long 
enough to assure the cooperative marketing 
associations an all-the-year-round market- 
ing program. 

As in the rediscounts, so, also, in the 
direct loans to cooperative marketing asso- 
ciations, the Intermediate Credit banks are 


A Billion or More 


A THRILL ran over the finan- 

cial world a short while ago 
when it was revealed that a great 
New York bank’s resources had 
hurdled over the billion dollar 
mark, giving America its sixth 
billion dollar enterprise. The De- 
partment of Agriculture, how- 
ever, discloses that more than a 
billion dollars’ worth of farm 
products were sold last year 
through the cooperative market- 
ing associations. They handled 
more than one-tenth of the value 
of all commodities raised by 
America’s basic industry. In the 
accompanying article the author 
tells how the cooperatives must 
take a hold on themselves if they 
are to obtain a permanent line of 
credit from the most logical 


sources. | 
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not designed to supplant but are intended 
to supplement the commercial banks. 


Real Division of Credits 


HERE should, therefore, be a _ real 

division of credits to cooperative mar- 
keting associations among the three avail- 
able agencies, based not upon competitive 
rates but rather upon a determination of 
the business which, in its very nature, falls 
in the class belonging to one or the other of 
these agencies. 

The credit agencies available to co- 
operative marketing associations are as 
follows: 

1. Local banks in the territory of the 
association. 

2. Larger commercial banks of Federal 
Reserve centers. 

3. The Intermediate Credit banks. 


Last vear there was a disposition on the 
part of some cooperative marketing asso- 
ciations to call upon the Intermediate Credit 
banks to furnish all their financing. We 
made loans at 5% per cent while the com- 
mercial banks wrote the loans at 6 per cent. 
This year, due to the low rate upon call 
money, it may be possible for some of the 
cooperative marketing associations to 
precure their funds from the New York 
banks at lower rates than may be offered 
by the Intermediate Credit banks. There 
will doubtless be a disposition on the part 
of some of the cooperatives to call upon 
the commercial banks for an undue share 
of this financing on account of the differ- 
ential in interest. We shall make the in- 
terest rate as low as is possible under the 
limitations of the Act under which we 
operate and the markets in which we must 
sell our debentures. 


Certain Fundamentals 


DO not approach this question in the 
spirit of fighting for business. As a 
public service agency, we are glad to see 
the farmer, individual or organized, secure 
the best possible service at the lowest 
possible rates. However, I do wish to dis- 
cuss certain fundamentals upon which this 
business must be based if the cooperative 
marketing associations are to be assured of 
a permanent line of credits. 
The division of the financing of the co- 
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operative marketing association should be 
along these lines: 

First, it should, regardless of rate within 
proper limitations, procure from the coun- 
try banks of its district such loans as may 
be extended by these banks. The reason 
for this is obvious. The maintenance of 
the morale of the cooperative marketing 
association is all-important. The associa- 
tion can do much to maintain this morale 
if, in patronizing the members’ bank, it has 
added another link in the chain of the 
friends of the association throughout its 
entire territory. Necessarily, loans pro- 
cured from these banks, relying as they 
ultimately must upon the Federal Reserve 
System, must have maturities not in excess 
of six months. 

The next line of credits which should be 
utilized are the big commercial banks. 
These, in the main, are ninety-day bank 
acceptance credits. The larger banks of 
the nation are prepared to handle a great 
volume of sound commodity loans. Every 
cooperative marketing association should, as 
the law requires, look to the country bank 
in its territory, or the larger city banks, to 
furnish all the credits necessary for six 
months. 


The Part of Intermediate 
Credit Banks 


HE Intermediate Credit banks should 

then be called upon for a commitment 
for the loans which will be required for 
from six months to one year. 

It is apparent that if a cooperative is to 
be financed permanently, upon a sound 
basis, it should set its house in order that 
it may become completely established with 
each of these three agencies. 

When a particular association approaches 
the Intermediate Credit bank, it should ve 
prepared to show approximately the amount 
of credits it will need throughout the year. 
Irom its own history and experience, as 
well as that of others, it should be able, 


C. J. Wohlenberg ; 
President, Iowa Bankers Association 


with reasonable definiteness, to divide its 
borrowings between the commercial banks 
and the Intermediate Credit banks. When 
a careful study and survey of the asso- 
ciation’s business and needs are made, the 
country bank, the larger commercial bank 
handling the acceptance credit, and the 
Intermediate Credit banks should be asked 
to join in the commitments for all the bor- 
rowings which will be needed by the asso- 
ciation throughout the year. 


‘“‘Hit or Miss’”’ Policy 


REDIT uncertainty is a dangerous 

thing for the cooperative marketing 
association. The “hit or miss” policy of 
waiting until the money is actually needed, 
the casting about from one agency to an- 
other, without regard to the fundamentals 
involved in the maturities of the paper, is 
likely to lead to a denial of credits at a 
time when such denial will force the dump- 
ing of the commodity upon the market and 
defeat the orderly marketing program of 
the association. The careful, thorough, 
analytical study of the business and the 
credit needs of every cooperative marketing 
association is now the outstanding duty of 
the management of each one of these asso- 
ciations. 

As with the individual farmer, so with 
the organized farmer, credits alone do not 
afford a complete solution of agriculture’s 
difficulties. The restoration of an equitable 
price level for farm commodities is 
essential to individual and organized 
farmer success. The problem is, therefore, 
broader than that merely of credits. 

It is possible this year to make sound 
loans upon all staple and non-perishable 
agricultural commodities. The margin of 
security can be maintained upon a basis 
broad enough to assure safety, despite 
sluggish marketing due to overproduction 
in some commodities. But, while loans may 
be safely made, this is not a guaranty of 
the permanence of the cooperative market- 
ing association. 


August, 1924 


Marriner J. Eccles 
President, Utah Bankers Association 


Assume that the commercial banks and 
the Intermediate Credit lanks shall this 
year fully finance all the crop deliveries to 
the association; assume, further, that at 
maturity renewals are requested; that the 
new crop comes on and further advances 
are requested upon the new crop. Will the 
commercial bank and the Intermediate 
Credit banks offer extensive credits upon 
the new crop in the face of extended bor- 
rowings upon the old? 

The ideal condition in every cooperative 
marketing association is that it shall have 
paid all its borrowings upon the old crop 
before it shall ask for credit upon the new. 
Surplusage endangers the life of a co- 
operative marketing association, because it 
means the disintegration of its personnel, 
which will insist upon marketing through 
an agency that can make a proper advance 
at time of delivery. 


Some Suggestions 


HESE observations lead me to this sug- 
gestion: Partly because of legislation, 
and perhaps more because of the belief on 
the part of the association management that 
it is necessary, in order to satisfy the mem- 
bership, to advance the largest possible 
amount upon crop deliveries, there has been 
some disregard of sound business principles. 
Without entering upon a discussion of 
the Federal Anti-Trust Law of July 2, 
1890, or the Clayton amendment to the 
United States Anti-Trust Laws of 1914, it 
will suffice to recite that the Capper-Vol- 
stead Act of 1922 removes the legal em- 
barrassments to a completely sound finan- 
cial and business set-up on the part of every 
cooperative marketing association. 
Having, in my official capacity, been 


called upon to deal extensively with a large 
number of cooperative marketing associa- 
tions, I am constrained to offer the fol- 
lowing suggestions: 

First—That some of them should be 
reorganized along lines of permanent sta- 
Provision should be made for cap- 


bility. 
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ital stock and surplus. Less regard should 
be paid to the giving to the individual 
member of the greatest possible amount 
out of a particular year’s crop, and more 
regard for the principle that a permanent 
agency has been established. The taking 
of a little out of each season’s de- 
liveries would be no burden upon the 
individual association members, while to 
the banker, through our system or the 
commercial bank system, the capital and 
surplus statement will assure more ex- 
tensive credits, at lower rates, and advances 
upon the commodities with less margins of 
security. 

Second—As I have heretofore stated, the 
life of a cooperative marketing association 
is dependent, not alone nor so much upon 
credits as upon production and marketing. 
Adequate credits, enabling the association 
to distribute its marketing throughout the 
year to avoid a glut of the market, to real- 
ize a compensatory price, but add induce- 
ment to association members to increase the 
production of a profitable commodity. 
Limitation of production, by decree of the 
association, is difficult of accomplishment 
and of doubtful legality, to say the least. 
In the main, economic and nature’s laws 
will pretty well take care of the production 
side of the problem. 


Broader Markets Needed 


4 HE real need in the average cooperative 
marketing association is for the develop- 
ment of broader markets. Some associa- 
tions have a long way to go yet in the 
development of the real purpose of co- 
operative marketing associations, in the 
marketing of the product as closely as 
possible to the door of the ultimate con- 
sumer. For example, an association en- 
gaged in marketing a particular commodity 
finds that there are only a limited number 
of American buyers now available, and that 
these individual companies reach the ulti- 
mate European consumer. Such an asso- 
ciation is too much at the mercy of its own 
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competitors. Other associations dealing in 
commodities principally controlled by a few 
buyers in one city in the east, find that, 
despite their extensive production control 
of the commodity, this limited few practi- 
cally fix the price. 

There is only one answer to this problem; 
that is, the broader development of the sales 
agencies of the cooperative marketing asso- 
ciations. They must establish in foreign 
countries, as well as in this, agencies which 
may reach the ultimate consumer—agencies 
of such flexibility that periods of over- 
production in America are taken care of 
by the development of increased demand in 
our domestic and foreign markets. 


The Needs Summarized 


TS are only suggestive of what will 
appeal to bankers as important in the 
assurance of the permanent success of these 
associations. I can see that the biggest job, 
a job promising the most real service to 
American agriculture today, is the organiza- 
tion and the reorganization of cooperative 
marketing associations upon a sounder busi- 
ness basis, with fixed capital and assets; 
the building up of the surplus; the develop- 
ment of a sure and certain and always 
responsive financial credit program; and 
the broader development of our foreign 
markets, that there may be no glut of a 
particular commodity which may lead to 
denial of credits and disintegration of the 
membership. 

Loans to cooperative marketing associa- 
tions upon the various commodities, to July 
5, 1924, are as follows: 
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Of this total $31,179,434.56 has been re- 
paid, leaving outstanding $27,155,644.82. 

This shows that the Intermediate Credit 
banks have already proved to be useful 
agencies. 


Not a Panacea 


T is not to be expected that any system 

of credit can solve all the problems 
which agriculture faces. It requires some- 
thing more than credits to raise the price 
level of farm commodities to the general 
commodity level. This system was author- 
ized by Congress because of its belief that 
there is a type of credit which existing 
systems did not satisfactorily and could not 
satisfactorily, from the very nature of their 
organization, handle. But even this system 
cannot do the impossible. It cannot make 
loans upon inadequate security. Liberal as 
is the subscription of the United States 
Treasury to the capital stock of these banks, 
it will be inadequate, indeed, to take care 
of all the proper demands that will be 
made upon it. The future of this system 
is dependent upon the making of sound 
loans and the development of a_ broad 
market for debentures based upon these 
loans. It will have no future if we reck- 
lessly disregard the fundamental elements 
of good banking. No system has been or 
can be devised for the extension of credit 
to any class without proper provision for 
security and maturity. The Farm Loan 
Board and the personnel of the Intermediate 
Credit banks are in thorough sympathy 
with the agricultural interests. 


Commodity Total Loans Repayments Outstanding 

$23,309,433.09 $5,559,547.75 $17,749.885.34 
21,177,506.06 18,157,506.06 3,020,000.00 
4,379,059.35 4,346,438.51 32,620.84 
789,035.15 389,978.40 399,056.75 
69,300.00 36,200.00 33,100.00 
Canned Fruits and Vegetables .............-+ 2,692,005.78 2,216,111.34 475,894.44 
342,939.95 234,842.50 108,087.45 
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Mass Plans For Gaining New 


Savings Accounts 


By B. W. GRIFFIN 
Gotham National Bank of New York 


Creating New Accounts Wholesale by Four Different Drives. 
Chance For Recognition and Fear of Criticism Provide Spurs 
For Employees’ Contests. Distribution of Pay Envelopes Bring 


In Accounts from Workers. 


ID you ever see a magician pull five 
cent pieces out of the air? If you 
have, you will notice how the chil- 
dren’s eyes shine. Savings ac- 

counts can be pulled out of the air in much 
the same way; potential savings accounts are 
as thick as the germs we breathe. 

There are fifty-four dollars in United 
States bills and change in circulation for 
every individual, but only a very small frac- 
tion is carried by the average man, woman, 
or child. More than $1,000,000,000 is cir- 
culated every year in money orders. These 
are for the most part small amounts trans- 
mitted by persons who do not have bank ac- 
counts. Imagine the hoarded money ! 

The underlying idea in securing savings 
accounts is not to get them away from other 
banks but to get new accounts from the 
great majority of people who have no ac- 
count at all. Past methods have not been 
successful enough to be used as a criterion. 

When we opened our special deposit de- 
partment over two years ago, we decided 
that a study of what had been done in the 
past was almost useless because such a very 
small fraction of the possible number of de- 
positors was in other savings banks. There 
was virtually only one man to push the de- 
partment and the appropriation to push it 
would come only with results sufficient to 
warrant an appropriation for getting savings 
accounts. In the absence of funds, there- 
fore, we were obliged to push the depart- 
ment in some wholesale way to get large 
and quick results. 


The First Move 


HE first thing we did to get savings 

accounts was to inaugurate an employees’ 
contest, believing that a contest at the open- 
ing of a department in as much demand as 
this, would be sure of success, would be in- 
expensive, and could be worked in a whole- 
sale way. The contest was started among 
the bank employees, and they were credited 
with bringing in over $500,000 in savings 
accounts within two months. The following 
is a summary of the contest: 


Total initial deposits............ $668,228.18 
Total number of accounts....... 1,830 
Total amount paid to contestants. $1,631.50 


Average balance per account.... $205.36 
Average cost per account (2/5 of 


While this contest included commercial ac- 
counts, most of the accounts brought in were 
smaller thrift ones. The incentive in the 
sweepstakes was partly in the cash reward 
for getting accounts, but more in the contest 
element, for the rewards or prizes went both 
to the winning teams and to the individuals. 
Frankly, the contest broke down badly in 
one particular; some of the employees could 
not refrain from handing out credit cards 
even to the stranger inquiring for the special 
deposit department. Then again, the tellers 
and other employees could not refrain from 
urging depositors to transfer money to the 
new department, often directly from their 
checking accounts. But in spite of these two 
serious objections, which we will overcome if 
we undertake the project again, the contest 
was a success on the basis of the results 
shown and the publicity given the special de- 
posit department at the outset. 

The two chief things that make these con- 
tests a success are the number of salesmen 
involved and the peculiar connections avail- 
able to these employees. The teller who has 
made up the payroll for large concerns can 
easily arrange to be present on pay day and 
sit beside the paymaster with whom he has 
become acquainted. The clerk in charge of 
securities can suggest that the coupons be de- 
posited. Every employee has for his field 
not only the depositors but all his personal 
friends and family, and he can work indi- 
rectly by having them secure accounts for 
him in the offices and places where they 
work. 

There are far stronger incentives than the 
money itseli—the contest element which ap- 
peals to every young person; the hope of 
prominent recognition, and the fear of criti- 
cism, a thing which the new business mana- 
ger should emphasize. 


Printing Pay Envelopes 


ie November we printed 45,000 slips to fit 
pay envelopes and distributed them to the 
industries in the neighborhood to be used for 
the Thanksgiving pay day. During the three 
following weeks accounts mounted up to 
$165,000 against an average of $25,000 per 
week of new accounts received before and 
after the drive. The slip read in part as 
follows: 


“For age and want save while you may, 
No summer sun lasts a whole day.” 
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School Children Visit Bank. 


It is well to make a card record for each 
concern that will use your bank’s pay en- 
velopes; on the card should be entered the 
name of the person to see, who might be the 
welfare man or the paymaster, and of course 
the name of the concern and the address. 
These cards should be arranged geographi- 
cally because later on it may be desired to 
put out more envelopes perhaps of a different 
type. No employer will refuse pay en- 
velopes; in fact, it will help gain his good 
will, and the employee will know that the 
man thinks well of a bank or he would not 
have used its pay envelopes. 

We put out a special pass book as a Christ- 
mas feature enclosed in a holly envelope; 
this served as an attractive Christmas pres- 
ent. Employers gave some of these books 
as presents to their employees, but individuals 
gave most of them to friends or relatives. 
A preliminary announcement was made in 
the form of a Christmas postcard, which 
read: “Make this a saving Christmas. 
Think what a pleasure it would be to you 
after these weeks of spending to receive on 
Christmas money credited right in a pass 
book. Would such a present take care of a 
friend or relative whose Christmas is still 
unprovided for; a present that would never 
wear out and would be a constant reminder 
of the donor?” 


Christmas Bonus Checks 


HRISTMAS bonus checks furnished us 

with more work and more publicity but 
less direct business. We did not know how 
the idea would take since it was new to us, 
but many employers were glad to use our 
distinctive and individual method in dis- 
tributing their gratuity. 

At New Year we used our only newspaper 
advertising for which, incidentally, I was 
called to account for violating the vote of 
the directors that the department should not 
be pushed by newspaper and magazine ad- 
vertising. This advertisement was placed in 
the form of an editorial in the evening news- 
papers the night before New Years and was 
headed “A Prosperous New Year.” 


The Easy Money 


HE easy money was now in. The em- 
ployees of all the large and medium sized 
industries now knew of the special deposit de- 
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partment. In the larger concerns we had put 
up New Year signs advertising the savings 
department and had addressed the employees, 
in a few cases, during the noon hour. Our 
depositors had all received notices of the new 
department and they had been pretty well 
solicited by our employees. We had been 
getting a good deal of friendly publicity for 
this department on the part of the New York 
financial papers because we were about the 
first national bank in New York to open a 
savings department, and within two months 
we had grown well up toward $1,000,000 in 
deposits in this one department. 


We next indulged in what might be called 
a mass plan. At that time no bank was 
handing out dodgers, for it was considered 
undignified; but we put out 90,000 yellow 
thrift slips in mail boxes located within the 
zone that was logically reached by our bank. 
The distribution of 225,000 pay envelopes of 
different types followed. This method of 
getting savings accounts without the cost of 
postage and addressing envelopes, but with 
100 per cent distribution, is best described by 
the title “mass plan.” 


Thrift Week Helps 


HEN along came an opportunity for un- 

usual publicity, although it came in such 
an unattractive way that few of the New 
York banks realized the possibilities of thrift 
week among the schools. It was announced 
to the schools by a multigraphed letter to 
the principals, and to the banks by a letter 
from the chief of division of school banks. 
Immediately we wrote that we would be glad 
to cooperate if they would tell us what they 
wanted. In reply we were asked to draw up 
a program of what we could do and submit 
it. We drew up a program to take care of 
fifty children every thirty minutes. 


During the first twenty minutes, one of the 
vice-presidents gave a simple talk to one 
group of children in the board room on 
banking and the operations of the bank, 
showing just what happens to the money 
after it is deposited in the bank. He dis- 
cussed credits in an elementary way and an- 
swered questions. At the end of this twenty 
minutes another group of children came in 
and the first group was conducted to the roof 
from which an unobstructed view of the high 
points in upper New York is to be had, up 
the Hudson and down to the Statue of Lib- 
erty. Finally, the group was conducted to 
the new business department to see office 
appliances, and they were given to carry 
home, advertising pens and blotters, and 
rulers. 

More than 10,000 parents have been told 
by more than 5,000 children what they 
learned at the Gotham National Bank, and 
5,000 essays have been written to emphasize 
their knowledge. We received a folder full 
of appreciative letters from the principals 
and teachers, and the school authorities were 
good enough to tell us we had worked out 
for thrift week in the schools in the neigh- 
borhood, the nearest to what they had hoped 
any bank in the city could do. When I ap- 
proached the principals of the schools later 
with the request that they sell a little propa- 
ganda, they were with us to a man. They 
said, “Your bank is not only our bank but a 
partner here on the west side.” 


Harris & Ewing 


Charles S. Dewey, who has assumed 
his position of assistant secretary of 
treasury in charge of fiscal affairs. 
He will work directly in conjunction 
with Under-Secretary Garrard. 


Use of Novelties 


N the spring after the department had been 

opened, the truck manager of a large rub- 
ber company telephoned me that he had 
something he wanted me to see. He showed 
me a small dime bank which he had picked 
up in Cleveland, and he said that every girl 
in Cleveland carried one in her bag. He 
offered to distribute them among his asso- 
ciates. We thereupon ordered 500 for him 
and by the end of the month we had 150 new 
accounts. Since that time we, together with 
a savings bank who deposits with us and 
whose new business I oversee, have ordered 
100,000 dime banks and today one account 
comes in for every six banks put out. 

The dime bank costs fifteen cents each and 
it takes about one dollar’s worth to get an 
account. At first we required a deposit of 
twenty-five cents which was returned when 
the account was opened. Since five out of 
every six who had given us a deposit of 
twenty-five cents did not open accounts, we 
had at the end of the first year $1,200 that 
had not been paid out on checks for accounts 
opened. This amount was then credited to 
the profit account. Today we ask a deposit 
of ten cents for each bank. 


While we have intended these dime banks 
exclusively for securing new accounts, we 
have given them to depositors upon request. 
The dime banks distributed in this way an- 
swer the three requisites for the successful 
use of novelties: 

1. The novelty itself is connected with the 
advertisement, for the dime bank is asso- 
ciated with the bank in the same way that 
the fan might be associated with the summer 
resort. 


2. The banks are given out in a personal 
way, usually by the welfare manager of an 
organization. 

3. The novelty is inexpensive. Its purpose 
is advertising, and if it had too great a value 


the accounts would be obtained at too high 
cost, especially in view of the fact that they 
might not build up afterward in cases where 
they were opened for the sake of getting 
the novelty. 


When distributing these dime banks to 
offices and factories it is well to speak at 
noon meetings of employees. If any mana- 
ger of a business extension department of a 
bank has never addressed a group of em- 
ployees at noon meetings, he has missed a bet 
both in results and in having a lively time. 
For the most part, working men or office 
girls will be attentive as you talk to them 
from a box or while balancing on a paint 
ladder, but sometimes there will be a dispo- 
sition to heckle the representative of such a 
distasteful organization as a bank. However, 
you will usually find that there will be al- 
most as many dime banks taken and deposits 
paid as there are persons in your audience. 
A good many will not take them, but others 
will take quite a few for their families. 
After you have gone there will probably be 
a strong demand for dime banks, so it is well 
to leave a supply with the welfare manager, 
office manager, or paymaster. 


Urge of Saving 


E are engaged in one of the finest busi- 

ness enterprises that any man could 
wish, so when you sit down to write copy to 
induce people to save, you have no need to 
chew your pencil and think, “What are some 
of those wise cracks Benjamin Franklin got 
off ?” 

Every one you have interested in saving 
you have helped on the road to success, for 
savings do not add up, they multiply. When 
one saves a thousand dollars little by little, 
he has not only the thousand dollars with 
interest, but as much again of first line 
credit, an added line of commercial credit, 
and thousands of dollars worth of good will. 

Saving means education for the children, 
insurance against every conceivable loss, con- 
venience, and peace of mind in old age. 
Often it means actually keeping the wolf 
from the door. It is prophylactic charity; 
scores of new depositors will tell you they 
never saved a cent before you got them 
started. 

As an advertising man, the banker may be 
accused of placing cleverness before truth, 
of violating conventionalities, of having no 
sense of the fitness of things. But I believe 
he has a sure defense on which to stand when 
at the last he can say, “Hundreds of thou- 
sands of people have seen the light because 
of my efforts. Those who were plunging I 
have brought up short; the heedless I have 
confronted with the eternal verities of life; 
against the emergencies of lacking food and 
clothing, and even of having to steal and go 
to prison, I have persuaded many to provide. 
I have challenged the intelligence of men 
with my ringing call to save; I have touched 
their heart strings to provide for dependents ; 
I have hung up the red flag for old age and 
misfortune; I have tinted the skies of oppor- 
tunity; I have fitted my message to every 
passing occasion; and finally, I have warned 
of the depths of despair when one speculates 
with his savings.” 
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EVERY BANKER SHOULD ATTEND 
THE CHICAGO CONVENTION 


have occasion to decide questions of vital import- 
ance to the economic life of our people. Partic- 
ularly must they deal with problems affecting 


V7 


aT is very essential that our members 
fully appreciate the great import- 
ance of their attending the Annual 


Conven- Agriculture and Foreign Trade. 
tion of aturally, these questions will be debated and 
our Asso- discussed, both in formal addresses and in in- 


formal conversations, at the Chicago Convention 
—not because this Association is interested in 
politics in a partisan sense, but because it seeks 
to determine and maintain dependable eco- 
nomic standards. In addition to all of this, 
our program will include the discussion of sub- 
jects of special interest to bankers, including 
technical topics of particular importance to the 
various divisions. 

I am very anxious that there be a large attend- 
ance of our members at this meeting—doubly 


ciation, 
which will be held in 
Chicago, September 29 
H to October 2, inclusive. 
Our Convention will 
meet at @ time when 
our country will be in the 
midst of a political cam- 
paign, upon the result of | 
which depends the con- | 
trol of both Legislative ] 
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and Executive Branches | 
of the Federal Govern- | 
ment. The important 


anxious because I know that there will be a 
double benefit, first a benefit to the bankers who 
attend, and second a benefit to the communities 


from which they come and to which they will 
return. 


issues in this campaign are, to an unusual extent, 
economic. The men who are elected to office will 
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PRESIDENT, AMERICAN BANKERS ASSOCIATION 


“THE BEGINNING OF THE NEW PATH IS MORE INTEREST- 
ING THAN THE ENDING OF THE OLD” 
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| the United States will gather in 
fH} convention on September 29th. 
aii Chicago, 
similarly 
privileged 
many 
times in the past, will be 
the place of meeting. In 
behalf of the Chicago 
Clearing House and the 
banks of Chicago, I ex- 
tend a cordial invitation 
to the bankers of the 
country to attend the 
convention, andadd that 
opportunity never beck- 
oned so emphatically in 
support of a summons to ~ 
bankers. George M,. Keynoids 
Each convention seems more important than the 
one that preceded. Of banking problems there is no 
end. The solution of one is a sure means of creating 


R the fiftieth time the bankers of 


tion began to offer a means of crystallizing banking 
thought has shown the bankers of America in the 
front line of business progress and they are now 
more alert than ever before. Never before were they 
so sure of the manner in which to approach the peo- 
ple to secure their friendship and deserve their patron- 
age; never before were they so well equipped to pro- 
vide financial service and, through their co-operative 
relationships, to hold business firm and stable. 

At the Chicago convention the half century of do- 
ing will be climaxed and a first step taken in the 
new cycle. The beginning of the new path is more 
interesting than the ending of the old. As many 
bankers as possible should be present that all bankers 
may have the inspiration that comes from counselling 
together. 

Chicago is the fitting place to hold this convention. 
It is the great meeting point. In its growth and de- 
velopment through fifty —- it has paced the nation. 
In its own history it has typified America—young, 
aggressive, ambitious, restless, interested in the achieve- 
ments of today but more interested in the mystery 
of tomorrow, never content with what is and ever 
eager for what is to be. 

You are invited to the convention of the American 
Bankers’ Association, but you are also invited to 
Chicago, the approximation of the “City Beautiful,” 
the demonstration of what a city plan can do and is 
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doing. There is much to repay the visitor, and Chi- 
ome bankers are planning to make your visit worth 
while, 


another. Business is never fixed and banking must 
do more than keep pace with it. The half century 
that has passed since the American Bankers’ Associa- 


CHAIRMAN, CHICAGO CLEARING HOUSE ASSOCIATION 
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Come to Chicago in September 
(A. B. A. Convention Sept. 29-Oct. 2) 


1 The University of Chicago 


2 Chicago Art Institute 
3 Lincoln Statue 


4 Municipal Pier viewed from Air-plane 
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See Chicago in September 
(A. B. A. Convention, Sept. 29-Oct. 2) 


The Auditorium 
The Flower House in Washington Park 


The Fountain of Time 


World-Famous Chicago Stockyards 
The Field Museum 
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OUND trip tickets on the identi- 
fication certificate plan will be 
sold at one and one-half fare to 
delegates and immediate members 

of their families who will attend the con- 
vention of the American Bankers Associa- 
tion at Chicago, Ill, Sept. 29 to Oct. 2. 
Tickets will be good via the same route 
in both directions only. 

Round trip tickets require validation by 
ticket agents of terminal lines at Chicago 
on any date to and including final return 
limit, but passengers must reach original 
starting point prior to midnight of such 
final limit. 

Identification certificates will be for- 
warded to members of the Association in 
due course. 

One certificate is to be used by delegate 
and immediate members of his family. 


If more than one person will attend 
from a member bank, additional certifi- 
cates will be required and will be furnished 
upon application to W. G. Fitzwilson, 
Secretary of the American Bankers Asso- 
ciation, 110 East Forty-second Street, New 
York City. 

Reduced fares have been granted by the 
following passenger associations: 


Reduced Rates to the A. B. A. 


Convention 


Chicago and East Thereof 


ROM the territories of the Trunk Line 

Association, the New England Passenger 
Association, the Central Passenger Asso- 
ciation and the Southeastern Passenger 
Association, the dates of sale of tickets 
will be September 25 to October 1, in- 
clusive, and the return limit to reach origi- 
nal starting point is not later than mid- 
night of October 8. 


West of Chicago 


HE Trans-Continental Passenger As- 
sociation and Western Passenger Asso- 
ciation from Illinois, Iowa, Kansas, Mani- 
toba (on Great Northern and Northern 
Pacific Railways only), Minnesota, Mis- 
souri, Nebraska, North Michigan, North 
Dakota, South Dakota and Wisconsin, also 
from Julesburg, Colo., dates of sale—Sep- 
tember 25 to October 1, inclusive, and the 
return limit to reach original starting point 
is not later than midnight of October 8. 
From Colorado (except Julesburg), Mon- 
tana, New Mexico, Utah and Wyoming, 
dates of sale—September 24 to 30, inclusive, 
final return limit, October 9. 
From Arizona, British Columbia, Cali- 


Membership Certificates to Go Out Soon 


ROM the office of the Association at 

New York, members will receive, on 
September 1, a certificate of membership 
for the fiscal year ending Sept. 1, 1925, 
signed by the Executive Manager, F. N. 
Shepherd, and countersigned by J. EIl- 
wood Cox, treasurer. 

A bronze insert showing dues paid will 
accompany the certificate and it should be 
placed in the sign of the Association held 
by members and displayed in a prominent 
position over the paying teller’s window. 
The sign is a protection for it serves as 
a warning to those who might otherwise 
attempt a hold-up or commit other crimes. 

More than 22,000 members are enrolled, 
comprising national and state banks, also 
trust companies and private bankers, which 
is positive evidence that membership in the 
American Bankers Association is valued. 


_ Constitution and By-Laws of the 
Association provide that membership 
dues shall be paid in advance as of Sep- 
tember 1, the beginning of the fiscal year. 
To avoid unnecessary correspondence and 
delay, members are urged to honor the 
certificates when presented. The schedule 
of dues for banks and trust companies 
(based on capital and surplus) follows: 


less than $25,000. ..$15.00 
$25,000 and less than 100,000... 20.00 
100,000 and less than 250,000... 35.00 
250,000 and less than 500,000... 50.00 


500,000 and less than 750,000... 75.00 
750,000 and less than 1,000,000. .. 100.00 
1,000,000 and less than 2,500,000. ..150.00 
2,500,000 and less than 5,000,000. . .200.00 
5,000,000 and less than 10,000,000. . .250.00 


10,000,000 and less than 15,000,000... 
15,000,000 and fess than 20,000,000.. 
20,000,000 and less than 25,000,000... 
25,000,000 and less than 30,000,000... 
30,000,000 and less than 35,000,000... 
35,000,000 and less than 40,000,000... 
40,000,000 and less than 45,000,000... 
45,000,000 and less than 50,000,000... 
50,000,000 and less than 55,000,000... 
55,000,000 and less than 60,000,000... 


Private Bankers and Banking Firms: 
Dues are based on capital employed in 
their business per schedule above. 

Dues for Branches of any of the Above 

Classes of Membership: 
With separate capital, same as schedule: 
without separate capital, specifically set 
Dues for mutual and cooperative savings 
banks or institutions without capital are 
based on their surplus or reserve fund, 
as per table above. 

Dues for Canadian Institutions: 

Based on above schedule with the ex- 
ception that $250.00 is the maximum fee. 
Please remit direct to the American 

Exchange National Bank, New York, in 

New York funds, making your check 

payable to that institution. 
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fornia, Idaho, Nevada, Oregon and Wash- 
ington, dates of sale—September 23 to 29 
inclusive, final return limit, October 10. 

From stations in Arizona, British Colum- 
bia, California, Nevada, Oregon and Wash- 
ington, tickets will also be sold via any 
direct route and return by any other direct 
route; certain indirect routes will also be 
authorized from the latter territory at fares 
slightly higher than those applying via the 
direct routes. 

Southwestern Passenger Association, 
dates of sale—September 24 to 30 in- 
clusive, with final return limit of October 
9 from Oklahoma and Texas. From Ar- 
kansas, Kansas, Louisiana and Missouri, 
dates of sale—September 25 to October 1 
inclusive, with final return limit of Oc- 
tober 8. Reduction will apply from all 
points in Southwestern Passenger Associa- 
tion territory. 

The following southwestern lines are 
not parties to the reduced excursion fares 
herein announced: Arkansas & Louisiana, 
Missouri Ry.; Ft. Smith & Western R. R.; 
Graysonia, Nashville & Ashdown R. R.; 
Jonesboro, Lake City & Eastern R. R.; 
Kansas, Oklahoma & Gulf Ry.; Louisiana & 
Arkansas Ry.; Mississippi River & Bonne 
Terre Ry.; St. Louis, El Reno & Western Ry. 


Florida Is Now a 100 Per 
Cent State 


VERY bank in Florida is now a mem- 
ber of the American Bankers Asso- 
Ciation. 

Florida has joined Nevada as a 100 per 
cent State. 

A campaign to bring every bank in the 
state within the ranks of the American 
Bankers Association was conducted by 
Charles A. Faircloth, President of the 
National City Bank of Tampa, who is a 
member of the Committee on Membership 
of the national association. This effort 
was successful, resulting in the acquisition 
of thirty-seven new members while seven 
former members were regained. 


The Best Payer 


HE largest bank in the community tends 

to have the highest rate of net earnings 
regardless of the size of the given commu- 
nity. 

This is the conclusion reached by Frederic 
H. Curtiss, chairman of the Federal Reserve 
Bank of Boston, after studying the results of 
New England bank operations. Thus a small 
bank in a large city would probably have a 
lower earning capacity than a bank of equal 
size located in a small community where the 
latter is itself the big institution of its town, 
and the equal in its rate of earning capacity 
to the largest banks in the big cities. 
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Some of the Major Problems 


By JAMES E. CLARK 


HERE is growing concern among 

thoughtful men over the increasing 

number who hold citizenship so light- 

ly that they do not participate in the 
elections. The figures, if they are a reliable 
index of the value that our people place upon 
citizenship, are appalling. 

That half of the qualified voters failed 
to register at the last presidential election 
would have been an alarming indication of 
the decadence of citizenship even had this 
decay been noticed in the midst of a long 
era of international peace and domestic 
tranquility, but, let it be remembered, that 
this record of lethargy and indifference was 
established soon after the close of the 
World War during which we had prac- 
tically laid aside all other business in order 
that we might preserve our own liberty! 

The number of persons to whom citizen- 
ship seems scarcely worth the trouble en- 
tailed in qualifying and casting a vote, does 
not disclose the whole extent of the weak- 
ness. The crucial part in the political sys- 
tem is not confined to the election booth. It 
goes back of that—back to the selection of 
the candidates, and of those who by long 
practice become adept, in the placing of 
candidates in nomination. The exercise of 
citizenship is needed at the polls, but the 
exercise of the rights of citizenship is needed 
more in those preliminary operations which 
provide candidates for whom the average 
citizen votes in a more or less prefunctory 
way. 

So lightly do the masses hold the duty 
of citizenship that every community has its 
men who, with smug satisfaction proclaim 
to the world they never take any part in 
politics—as if this contempt for civic duty 
was something to be worn in the way of a 
badge of respectability, or a mark of probity. 
And so lightly do their friends and neigh- 
bors also hold this duty that the announce- 
ment is rarely rebuked. Both of these 
classes are civic slackers. Lack of interest 
in our elections is in the last analysis, lack 
of interest in our country and in our liberties. 

The individual pays for his neglect in 
more than money, though he pays heavily in 
that respect. He pays for it in disturbance 
to business, in a lowered moral tone, in the 
growing disrespect for the law which is 
daily coming home to families in the form 
of robbery, deaths by violence in the 
streets, and murders of men who are en- 
gaged in what should be the secure paths 
of business. 

If all of a community is interested in that 
community, the mere fact that public opinion 
is alive and interested will of itself wipe 
out many abuses. Then it will no longer 
be possible for a few men, strong in political 
sense but often lacking in moral background, 
to use the mass of voters as so many dumb 
units in a game of skill. 

The duties of citizenship can not be dis- 
charged by going to the polls once a year, 
yet if community leaders would but impress 


upon their people the importance of doing 
even that much, they would make a beginning 
in the necessary work of arresting this 
alarming decay of citizenship. 


A Way to Reduce Taxes 


HE efforts which many men are mak- 

ing to reduce taxes would be far more 
effective if they were not directed at Wash- 
ington and at the state capitals only. As 
long as towns and townships, counties and 
municipalities continue to pile up local taxes, 
there can not be the decided reduction in 
taxes which business needs. Washington 
after all does little more than reflect the 
sentiment of the country and no matter how 
great the clamor from the various districts 
for tax reductions may be, it can not have 
the same punch that would be back of it 
if Representatives and Senators knew that 
in their local affairs people were demanding, 
and actually getting, a new low level of 
taxes. 

Legislators at Washington are wont to 
keep an ear to the ground. It is a stock 
joke in Washington that one man in public 
life has acquired the faculty of keeping 
both ears to the ground. Listening imtently 
to home sentiment does not mean, however, 
that the Senator or the Congressman knows 
only what is written to him. He also knows 
pretty accurately what people are doing. If 
he sees that besides demanding tax reduc- 
tion they are practicing tax reduction at 
home, then he knows that they are in earnest 
when they ask Washington for tax reduc- 
tion. 

Until local communities put into prac- 
tice the preachments that their townsmen 
send to Washington, tax reduction will be 
slow. Local communities—to illustrate— 
often burden transportation corporations 
with taxes on the theory that they are im- 
personal, but every bit of additional tax is 
sure to be reflected in higher transportation 
rates and in a lower rate upon transporta- 
tion investment securities, of all of which the 
local community has to bear its full burden. 

Government aid, a growing fascination of 
late years, will lose its lure and stand re- 
vealed for what it is when men begin to 
realize that all these special schemes come 
home to roost in the form of taxes; not 
always ear-marked, it is true—very often 
indirect and hard to trace—but nevertheless 
a fact, for we can get out of the Govern- 
ment only that which is put in. 

Begin the campaign for the reduction of 
taxes at home, and the rest will follow. 


Coming Prosperity 


HE successful completion of a daylight- 
to-dawn flight from New York to San 
Francisco bids fair to mark a new era of 
prosperity just as every other achievement in 
transportation has given an additional im- 
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petus to prosperity. The new era following 
a new advance in transportation usually has 
not set in with the turmoil of a wild day on 
the exchange but a deep tide of events never- 
theless has set in which has borne us to a 
new high level of prosperity. So the advance 
of aeronautic engineering and the develop- 
ment of aviation skill which this achievement 
marks may in the light of history be reason- 
ably regarded as the forerunner of a new 
chapter of business achievement. 

But what will we do with our new pros- 
perity? 

We may for the moment pass the two logi- 
cal questions, when and how this new pros- 
perity will develop, and consider for a mo- 
ment the previous one. 

There is a constantly increasing number of 
successful men who have been forced to the 
conclusion that to bequeath great fortunes to 
their children is not necessarily providing for 
their happiness. On the contrary they rea- 
son, as they look about them, that great lega- 
cies may as surely provide for the misfortune 
of their children unless there has been in- 
stilled and developed in the legatees a strong 
moral character, a rational view of life, and 
the knowledge that most can be gotten out of 
life only through some form of legitimate 
service. 

Hence the possibility of a new degree of 
national prosperity may well raise a similar 
consideration in the national conscience. The 
“go-getter” will advise that this new pros- 
perity be corralled first. The mere accumu- 
lator will eliminate the question as non- 
discussible since his philosophy is that of the 
collector who strives for possession and un- 
der the rules of the game is not bound to 
consider distribution. 

But if no calamity overtakes the nation, if 
despite the business cycles of the future we 
shall continue to make great gains from one 
generation to another, as we have despite the 
business depressions of the past, then eventu- 
ally the question of finding new uses for our 
surpluses of time and our capital may merit 
consideration. 

That the country may one day be con- 
fronted with the problem of sensibly and 
safely disposing of additional prosperity is a 
probability not altogether fanciful, is sug- 
gested by the problem of our stock of gold, 
which as it grows draws attention to itself as 
one of the most curious phenomena of all 
ages. The discussion over it seems lately to 
be taking a new direction; instead of trying 
to find out what we may do with it, some 
inquiring minds are wondering what it may 
do to us. 

The Mechanics & Metals Bank of New 
York in its August Business Review esti- 
mates that we have half of the world’s gold 
supply or $4,500,000,000 as compared with 
$2,784,000,000 at the opening of 1921. 

“The truth of the matter is,” says the re- 
view, “that the gold which we imported has 
poured in upon us so fast that it has given us 

(Continued on page 114) 
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The Student Bankers Convention 


Baltimore Meeting of the American Institute of Banking Marks 
a New High Level in the Educational Branch of the Association. 
A Wide Range of Topics Covered in Intensive Conferences and 
Sessions. Edwin V. Krick of San Francisco the New President. 


EATURED by the development of 
the departmental conference program 
as a means of interchanging advanced 


and Investments; Business Development and 
Advertising; Checks and Collections; Cred- 
its; Foreign Trade and Foreign Exchange; 


tion was in session. Led by a banker broadly 
informed as to the problems under consid- 
eration, the departmental conferences were 


banking thought, the twenty-second 
annual Convention of the American Insti- 


tute of Banking held 
at Baltimore on July 
15, 16, 17 and 18 at- 
tracted more than 
fifteen hundred 
from all sections of 
the United States. 
There were nine de- 
partmental confer- 
ences and a far 
greater part of the 
time available for 
discussion of bank- 
ing questions was 
devoted to the dis- 
cussion of problems 
than at any other 
previous convention. 

Reaffirming 
its stand for “un- 
adulterated Ameri- 
canism,” the conven- 
tion, mindful that 
American _ bankers 
are ‘the recognized 
ieaders not alone of 
the world’s finances 
but of its thoughts 
and ideals as well,” 
resolved that it 
woulduse its 
“whole - hearted in- 
fluence, publicly and 
privately, to arrest 
the dangerous drift 
toward lawlessness” 
in the widespread 
violation of the pro- 
hibition law. 

The Baltimore 
convention was a 
convention of work. 
The hours devoted 
to consideration of 
problems in all 
spheres of bank 
operations were 
longer and the treat- 
ment of the ques- 
tions more intensive 
than ever _ before. 
The records show 
that 875° participated 
in the departmental 
conferences, which 
were held over a 
period of three 
hours during each 
of the four days 
that the conven- 


divided into groups discussing Audits and 


Examinations; Bank Administration; Bonds Although the 


Edwin V. Krick, the new President of the American Institute of Banking, was born in 
Wabasha, Minnesota, November 10, 1881, but moved to California at the age of four. 
Graduating from the Santa Clara High School in 1900, he started work in San Francisco 
in a clerical capacity but five years later entered banking with the Mechanics Savings 
Bank. He is now assistant vice-president of the Mercantile Trust Company of California. 

Upon entering banking, he early recognised the value of the Institute, joining the 
San Francisco chapter in 1906, and obtaining his certificate in 1913. He has been active 
in the work of his chapter and the national organisation, which he now heads. 
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Savings Banks, and Trust Functions. 
departmental 


conferences 
stood out as the fea- 
ture of the conven- 
tion, the institute 
carried out its gen- 
eral program. 

At the opening 
session, Albert G. 
Ritchie, the Gover- 
nor of Maryland, 
welcomed the dele- 
gates to Baltimore 
on behalf of the 
state. Recalling the 
comment of Will 
Rogers that the 
Democrats had been 
asked to hold a con- 
vention at New 
York and not spend 
the summer, Govy- 
ernor Ritchie’ de- 
clared that  Balti- 
more would wel- 
come a_ deadlock 
that would keep the 
Institute in session 
there for a_ pro- 
tracted time. 

“But I 
this convention in a 
broader spirit and 
in a larger sense 
than that,” the Gov- 
ernor_ continued, 
“because the men 
and women as- 
sembled here have a 
capacity which, if 
the responsibility it 
involves is rightly 
fulfilled, makes your 
work _ constructive 
and enduring. That 
is your fiduciary ca- 
pacity, your function 
as trustees of the 
resources of the 
country and guard- 
ians of the wealth 
of the people. You 
are self-ap- 
pointed guardians, 
and I am glad that 
you are not. There 
are enough self-ap- 
pointed guardians in 
the country already. 
You are the guardi- 
ans of the people’s 


welcome 
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wealth and resources because the people 
make you so. There is no other reason. 
You can start a banking institution, you can 
open your doors, you can set up shop, but 
that is all that you can do. The wealth of 
the country is intrusted to you because the 
people of the country who own that wealth 
have faith and confidence in you, and in 
those over you, and themselves give it to 
your keeping. 

“Certainly, therefore, there is no body of 
men more vitally concerned than you are in 
stabilizing and in keeping stabilized the in- 
stitutions of America, because the preserva- 
tion of our country’s wealth and resources 
put in your care, the responsibility for which 
is yours, depends upon our American insti- 
tutions. It is precisely for that reason, for 
the reason of your own vital concern, your 
own vital personal and business concern in 
the enduring character of the guarantees 
which the American constitution gives to the 
‘ sacredness of liberty, to the sanctity of con- 
tract, and to the preservation and protection 
of property; it is because of your vital in- 
terest and concern in those things, a con- 
cern that does not have to be taught you 
but is inborn in you from your training and 
part of you; it is because of that that I 
like to see a government which trusts you, 
as it can afford to do, instead of one which 
eternally seems to watch and doubt you. I 
should like to see a government which would 
stop making investigations and audits, which 
would stop demanding and duplicating re- 
ports and returns to an extent which is not 
only unnecessary, but which harasses you in 
your legitimate business and makes it al- 
most impossible for you to give your time 
and attention to the interests and the bene- 
fits of your customers’ affairs. 

' “And so, because of the confidence I have 
that your standards are high, because of the 
belief I have that your own instinctive sense 
of right and justice, of itself, makes the 
country’s resources safe in your hands, and 
on. behalf of our people, and on behalf of 
the bankers of our state, who exemplify 
the same high standards which actuate you, 
I welcome you heartily to the State of 
Maryland.” 

The welcome of the Governor was sup- 
plemented by that of Howard A. Jackson, 
the mayor of Baltimore, while Waldo New- 
comer, president of the Baltimore Clearing 
House Association, sent a telegram of greet- 
ings from Alaska. 

The response to the greetings was made 
by Edwin V. Krick, vice-president of the 
Institute, who expressed confidence that the 
anticipation with which institute members 
had looked forward to the Baltimore ses- 
sions would be justified. 

“Our organization is fast becoming one 
of the great educational institutions of 
the country,” Mr. Krick said. ‘Education 
is one of the country’s keenest problems, 
with social, political, as well as economic 
bearing. We realize, as the Governor of the 
state has told us, that we are dealing with 
some of the important problems of the 
country. We have high aims and high 
ideals, and we know that these aims and 
ideals are in conformity with the aims and 
ideals of good government. At this con- 
vention, for the first time, we are giving 
consideration to the development along the 
lines of larger service.” 


After an inspiring address by Glenn 
Frank, editor of The Century magazine of 
New York, the convention was informed of 
the activities of the various national com- 
mittees, by the chairman of the respective 
committees. Fred I. Kent, Vice-President, 
Bankers Trust Company of New York, was 
the principal speaker at the closing session 
of the general convention discussing the 
Dawes plan and dwelling upon the relations 
of the United States with other nations. 


Problems Inspire Study 


ECOUNTING that the American Bank- 

ers Association had exhibited its feel- 
ing of loyal concern for the Institute by 
increased appropriations in support of its 
budget, Oscar Wells, Second Vice-Presi- 
dent of the Association, declared that the 
Institute members were the “pride and joy” 
and “the hope of the future” of the Asso- 
ciation. ‘We may make our contributions 
through other channels to an ultimate and 
better understanding of political and eco- 
nomic sciences, as civilization advances, but 
it is through you that we must confidently 
look for that professional growth, needed as 
a background for the future development of 
the whole subject of banking and bank ad- 
ministration,’ Mr. Wells said. 

Giving a sort of panorama sketch of the 
outstanding problems of the hour, Mr. Wells 
advanced the opinion that these perplexing 
questions should inspire the individual stu- 
dent to a study of the economic considera- 
tions back of them. 

“The opération of the Federal Reserve 
System offers a wealth of opportunities to 
those who find an interest in the sfudy of 
bank economics,” Mr. Wells said. “They 
range from a consideration of the rediscount 
policies of the Federal Reserve banks to the 
effect on the national banks from the retire- 
ment of national bank currency. In truth, 
there is but little about banking, as complex 
as it may seem at times, that does not in 
some way involve the necessity of an under- 
standing of the three great principles upon 
which our present banking system was con- 
structed. The rediscounting machinery, an 
elastic currency, and the scheme of impound- 
ing reserves at central points of location are 
fundamental to your progress in acquiring 
an economic education. The preservation of 
these functions may depend upon your 
knowledge of the principles in the future 
inevitable discussions as to how the Federal 
Reserve banks shall be conducted.” 


New Chapters Opened 


ee E new Institute chapters 
were opened during the past year, Clar- 
ence R. Chaney, President of the Institute, 
told the convention in his annual address. 
The working membership of the chapters in 
existence was increased 5 1/3 per cent. 

“Our organization has made rapid prog- 
ress along the path of its highest useful- 
ness,’ Mr. Chaney declared. “More than 
ever before the American Institute of Bank- 
ing has become a moulder of sound thought. 
It has moulded the thought of bank men and 
women regarding their work. 

“The Institute has sought to emphasize the 
importance and dignity of banking as a pro- 
fession,” he continued, “so that bank em- 
ployees will look upon their work as some- 
thing more than ‘a job.’ It seems to instil 
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the habit of thinking and to give the workers 
an opportunity for such technical training as 
will enable them to combine those elements 
of both theoretical and practical knowledge, 
which in their proper proportions fit a man 
or woman for the higher places in banking.” 

Discussing the work of Educational Di- 
rector Miller since he assumed his duties 
last October, President Chaney said: 

“His first effort was toward standardiza- 
tion of class work so that an Institute cer- 
tificate might have the same meaning in all 
chapter cities. Then came the matter of 
texts. His report shows that one standard 
text has been revised and brought up to 
date, that a text has been prepared for a 
new course, ‘Investments,’ to be offered in 
the fall, and that an outline for a course in 
‘Trust Functions’ has been completed which 
will serve as a basis for a text on that sub- 
ject to be written later. This brings our 
curriculum to a total of nine courses, with 
the promise of at least one more advanced 
course in the near future. 

“With the large number of chapters 
formed during the past two years, bank 
people in practically all of the larger cities 
of the country have had Institute education 
placed within their reach; but there are 
many bankers in smaller places who have 
been looking forward to something more 
attractive than the ordinary correspondence 
courses which have been offered. 

“At its mid-year meeting in January the 
Executive Council adopted a study group 
plan. This provides for local instructors in 
cases where ten or more correspondence stu- 
dents take the same course and wish to form 
a class. A number of these groups already 
have their work under way, and the plan 
promises to bring into the Institute, through 
its correspondence chapter, large numbers of 
people in the country districts. 

“Perhaps the greatest obligation which our 
organization has today, aside from that of 
furnishing technical education to bank peo- 
ple, is in the campaign of public education. 
This is a movement through which it is 
hoped that every person in this country may 
receive a proper conception of what a bank 
is and how to secure its services. Its goal is 
a universal understanding of our banking 
system and the feeling of confidence which 
such a knowledge will inspire. From its 
start, we have had a part in the work, but 
our interest in it has been greatly intensified 
since the beginning of this year, when, 
through an amendment to the by-laws of the 
American Bankers Association, it was pro- 
vided that, of the seven persons composing 
the committee in charge of the campaign, 
six must be members of the Institute.” 


Reducing Class Mortality 


TEPHEN I. MILLER, National Educa- 

tional Director, reviewed the educational 
activities for the year, reciting that while the 
difficulty of securing accurate and complete 
reports from the various chapters had made 
it impossible to ascertain what percentage of 
students completed the courses, a report 
based on the figures of 106 chapters showed 
that the average number completing the 
courses was 54.8 per cent. One of the prob- 
lems discussed generally with the chapters, 
was that of reducing the class mortality. As 
one means of encouraging students to finish 
their work, it has been decided to consider 
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the final examination grade as 50 per cent, 
with an allowance of 25 per cent each for 
class work and attendance. 

The study class enrollment of the Ameri- 
can Institute of Banking has reached 32,000, 
Richard W. Hill, National Secretary, told 
the convention in his annual report, in which 
he emphasized the need for cooperation of 
the chapters with the national organization. 

“The past year has shown a very healthy 
growth in the Institute,” he reported. “We 
have organized thirty-two chapters since the 
Cleveland convention, with a total member- 
ship of 3,266. We now have 160 chapters 
with a total membership of 54,590. The 
study class enrollments have reached a total 
of 32,000 this year. We have issued 801 
standard certificates of graduation since the 
Cleveland convention, the total number now 
being 5,805; and we have issued 2,038 ele- 
mentary certificates since Cleveland, making 
a total of 8,345.” 


New Officers Elected 


V. KRICK of the Mercan- 
tile Trust Company of California, San 
Francisco, was elected President for the en- 
suing year. Other officers named were: 

Vice-President—Bruce Baird of the Hi- 
bernia Bank and Trust Company of New 
Orleans, La. 

Members of the Executive Council— 
James F. Hart of the Iowa National Bank 
of Des Moines, Iowa; Fred F. Van Liew of 
the Old National Bank of Spokane, Wash. ; 
John T. Hanefy of Paine, Webber and Com- 
pany of Rochester, N. Y.; and Ben B. Aley 
of the United States National Bank of Den- 
ver, Colo. 

The invitation presented in behalf of Kan- 
sas City Chapter to hold the Institute con- 
vention in Kansas City in 1925 was unani- 
mously accepted. 


Public Education Plans 


6 be plans for the conduct of the public 
educational campaign during the next year 
were outlined to the conference on Public 
Education by J. H. Puelicher of the Mar- 
shall and Isley Bank of Milwaukee, who 
paid a tribute to the Institute in declaring 
that “banking as it is today would not have 
been possible but for the Institute or some 
similar agency to supply what that institu- 
tion is supplying. 

“The American banker is realizing more 
and more that service means growth, that he 
grows as an individual, and that his business 
grows commensurate with the service ren- 
dered,” Mr. Puelicher said. 

“During the past few years, the efforts of 
his associates have been directed toward a 
service not entirely within the confines of 
the banking room. The American banker 
has begun to recognize that in a democracy 
there must be a service in addition to that 
rendered by the individual as a business man, 
and that that service must concern itself 
with the broader aspects of life—with the 
civic, the public life of his community, of his 
state, and of his nation. The banker is, by 
virtue of his profession, the economist in 
business; daily he gets a close view of every 
activity in his community. 

“American troubles are largely economic. 
The unbalanced conditions which exist 
throughout the nation today, which lead the 


vast agricultural districts to believe they 
have been unjustly discriminated against, 
have led the banker to what is known as the 
banker-farmer activities. These activities 
are designed to give the banker a better un- 
derstanding of the agricultural needs of our 
country, so that if the farmer’s difficulties 
can be remedied through financial channels, 
the banker may intelligently act.” 

In the conference, which was led by P. R. 
Williams of the Commercial National Bank 
of Los Angeles, six other addresses were 
made. These were: 

Public Education Plans in California, by 
R. I. McGinnis of the Hellman Commercial 
Trust and Savings Bank of Los Angeles, 
Cal.; Public Education Work in Pennsyl- 
vania, by C. F. Zimmerman of the Lebanon 
County Trust Company of Lebanon, Pa.; 
Importance of Carrying Public Education 
Campaign to Business, Industrial, Civic, and 
Social Organizations, by Dr. Walter Lich- 
tenstein of the First National Bank of Chi- 
cago, Ill.; Selling the Public Education Idea 
to the Banking Profession Through State 
Bank Associations, Group Meetings, Insti- 
tute Public Speaking Classes. Bankers’ 
Clubs, and Forums, by Paul B. Detwiler of 
the Philadelphia National Bank of Phila- 
delphia, Pa.; Importance of the Radio for 
Dissemination of Banking Information, by 
Henry J. Mergler of the Union Savings 
Bank and Trust Company of Cincinnati, 
Ohio; The Necessity for Banking Education, 
by Stephen I. Miller, National Educational 
Director of the American Institute of Bank- 
ing of New York, N. Y. 


Women Delegates Meet 


T a meeting of the women delegates to 

the convention, Miss Clara L. Dombey 
of the Union Trust Company of Cleveland, 
made a talk on “A Woman’s Place in the 
Bank.” President Chaney of the Institute 
also addressed the delegation. A general 
discussion followed the program and Mrs. 
Helena D. Reed of Washington, D. C., was 
chosen as chairman of the women’s commit- 
tee for 1924-25. 


Bank Problems Reviewed 


HE scope of the banking operations re- 

viewed in the nine departmental confer- 
ences may be indicated by the detailed pro- 
grams under the various headings. Each 
conference was led by a broadly informed 
banker and, after each paper was presented, 
an open forum was held at which questions 
were directed to bring out further details or 
to review the conclusions reached by the 
speakers. 

The subjects reviewed in the conferences 
were: 

Under Audits and Examinations, led by 
Edwin J. Novy, Auditor of the Federal Re- 
serve Bank of St. Louis, Mo. 

The Bank Auditor’s Opportunity as Ad- 
visor to the Executive, by Hugh Leach, 
General Auditor of the Federal Reserve 
Bank of Richmond, Va.; Audit of Transit 
Department, by H. M. Swanzey, Auditor of 
the Stock Yards National Bank of Chicago; 
Value of Periodical Examinations Con- 
ducted by Junior Officers and Senior Em- 
ployees Who Report to the Directors, by M. 
P. Claney, Vice-President of the Merion 
Title and Trust Company of Ardmore; 


Preparation of Bank’s Federal Income Tax 
Return, by Robert L. Wickline, President of 
the Corporation Audit Company of Pitts- 
burgh; Outside Examinations, by Donald 
A. Mullen, Secretary of the Clearing House 
Section of the American Bankers Associa- 
tion of New York; To What Extent Should 
the Auditor Check the Bank’s Expenditures 
and Verify the Monthly Earnings Report 
Rendered the Board of Directors, by Wil- 
liam J. Jones, Auditor and Assistant Cashier 
of the Lafayette South Side Bank of St. 
Louis; Bank Defalcations and Their Lesson 
for the Bank Auditor, by John J. Ghingher, 
Treasurer and Assistant Secretary of The 
Century Trust Company of Baltimore; 
Audit of Discount and Collateral Depart- 
ments, by G. W. Jones, Auditor of the Mer- 
chants National Bank of Richmond; Value 
of An Examination of Banks by the Federal 
Reserve Examination Department, by W. J. 
Evans, Assistant Federal Reserve Agent of 
the Federal Reserve Bank of Dallas; Meth- 
od of Preparing General Daily Balance, by 
Robert Urian, Auditor of the Liberty Cen- 
tral Trust Company of St. Louis; Trust 
Department Accounting Methods, by Carle- 
ton E. Taft, Auditor of the Industrial Trust 
Company of Providence, R. I.; Audit Con- 
trol of the Trust Department, by Earl I. 
Vaughan of the Fidelity National Bank and 
Trust Company of Kansas City, Mo. 


ANK Administration, led by C. W. 

Stansbury, Vice-President of The 
Cleveland Trust Company of Cleveland, 
Ohio— 

Branch Banking from a Practical Operat- 
ing Standpoint, by G. F. Berger, State Bank 
Examiner of the New York State Banking 
Department; Accounting Methods for 
Branch Banks, by A. E. Little, Assistant 
Cashier of The American Bank of Oakland, 
Cal.; Bank Personnel and Coordination, by 
Warren G. Bartlett, Personnel Manager of 
the First National Bank ef Boston; The 
Foreign Department in a Bank, by Frederick 
S. Parker, New Business Representative of 
the Guaranty Trust Company of New York, 
N. Y.; The Bank’s Relations with the Pub- 
lic, by Alex Dunbar, Vice-President and 
Cashier of The Bank of Pittsburgh, N. A., 
Pittsburgh; Bank Salesmanship, by J. P. 
Sealy, Assistant Cashier of the First Na- 
tional Bank of Shreveport, La. 


Bows and Investments, led by Carl W. 
Fenninger, Vice-President of the Provi- 
dent Trust Company of Philadelphia, Phila- 
delphia— 

Economic Problems in Investments, by 
Stephen I. Miller, National Educational Di- 
rector of the American Institute of Banking, 
New York; What Proportion of a Bank’s 
Assets Should Be Invested in Bonds and 
Stocks? by George E. Maine, Bond Manager 
of the Dexter Horton National Bank of 
Seattle; What Proportion of a Trust -Com- 
pany’s Assets Should Be Invested in Bonds 
and Stocks? by William R. K. Mitchell, 
Assistant Secretary of the Provident Trust 
Company of Philadelphia; Public Utility 
Securities and Their Place Among the In- 
vestments of a Bank or Trust Company, by 
F. S. Burroughs of Harris, Forbes and Com- 
pany of New York; How a Large Bank 
Plans Its Investments, by Leonard P. Ayres, 
Vice-President of The Cleveland Trust 
Company of Cleveland; Municipal Bonds— 
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Practical Suggestions to Banks and Trust 
Companies, by T. Stockton Matthews of 
Robert Garrett and Sons of Baltimore; 
Railroad Securities, by Robert Otis Jones of 
Wood, Struthers and Company of New 
York; Industrial Bonds, by Clinton Collver 
of S. B. Chapin and Company of New 
York; City Real Estate Mortgage Loans, by 
William H. A. Johnson, Assistant Secretary 
of the Continental and Commercial Trust 
and Savings Bank of Chicago; Real Estate 
Bonds, by William B. Churchman of Har- 
rison, Smith & Company of Philadelphia ; 
The Organization and Conduct of a Bond 
Syndicate, by James J. O’Connor, Assistant 
Cashier of Harris Trust and Savings Bank 
ot Chicago. 


USINESS Development and Advertis- 

ing, led by R. E. Hotze, Assistant 
Cashier of the Planters National Bank of 
Richmond— 

Radio Broadcasting, by D. S. Knowlton of 
‘the Union Trust Company of Cleveland; 
Outdoor Advertising, by Charles S. Ander- 
son, Assistant Cashier of the Ohio National 
Bank of Columbus, O.; Effective Trust 
Publicity, by Dale Graham, Advertising 
Manager of the Mississippi Valley Trust 
Company of St. Louis; Good Will Merchan- 
dising, by Jesse I’. Wood, Vice-President 
and Cashier of the State and City Bank and 
Trust Company of Richmond; A_ Bank's 
Prestige, or Good Will—How to Increase 
It, by J. M. Rountree, Jr., Assistant Cashier 
of the American National Bank of Nash- 
ville, Tenn.; Three Psychological Moments, 
by J. N. Higley, Manager, Publicity Depart- 


ment of the Dollar Savings and Trust Com- 


pany of Youngstown, O.; Cultivating Pres- 
ent Customers, by Kenneth A. Bourne of the 
National Bank of Baltimore; The Element 
of Competition, by E. V. Newton, Manager, 
New Business Department of The Cleve- 
land Trust Company of Cleveland. O.; 
Cost Analysis and the Handling of <Ac- 
counts, by M. H. Thies of the Union Trust 
Company of Chicago; Getting Savings Ac- 
counts Wholesale, by B. W. Griffin of the 
Gotham National Bank of New York; 
School Savings, by A. H. Thomas, <Assis- 
tant Cashier of the Pacific-Southwest Trust 
and Savings Bank of Los Angeles, Cal.; 
Getting Accounts to Respond Through Di- 
rect Mail Methods, by F. P. H. Siddons of 
the American Security and Trust Company 
of Washington, D. C.; Cooperation of Di- 
rectors With the New Business Department, 
by E. F. Le Breton, Assistant Cashier of 
the Hibernia Bank and Trust Company of 
New Orleans; Tuning Up the House Organ, 
by Harry G. Plogstedt, Manager, Commer- 
cial Service Department of the Union Trust 
Company of Cincinnati, O.; Finding Outlets 
for Your Bond Offerings, by C. R. Daven- 
port of Frederick E. Nolting and Company 
of Richmond, Va.; Lining Up the Large 
Commercial Accounts, by Herbert Stone, 
Assistant Cashier of the Second National 
Bank of Boston. 


HECKS and Collections, led by Robert 
A. Barthel, Assistant Cashier of the 
National Bank of Baltimore, Baltimore— 
History and Development of the Uses of 
Checks, and the Various Methods of Check 
Collections, by Norman T. Hayes, Assistant 
Cashier of the Philadelphia National Bank 
of Philadelphia; Legal and Other Obstacles 


Which Have Developed to Hamper a Uni- 
versal Par Collection System, by Paul B. 
Detwiler, Assistant Cashier of the Phila- 
delphia National Bank of Philadelphia; The 
Expense of Handling Checks, Overhead, and 
Exchange, by W. H. Miller, Transit Mana- 
ger of the National City Bank of Chicago; 
Analysis of Accounts, by William J. Brue- 
bach, Manager, Checkers Department of the 
Illinois Merchants Trust Company of Chi- 
cago; The Cost of a Deposit Account, by 
Frank J. Scott, Auditor of the Guaranty 
Trust Company of New York; The De- 
velopment and Functions of the Federal Re- 
serve Collection System, by H. F. Strater, 
Assistant Cashier of the Federal Reserve 
Bank of Cleveland, and William G. Mc- 
Creedy, Comptroller of the Federal Reserve 
Bank of Philadelphia; Non-Cash Items, by 
Frank R. Alvord, Cashier of the Citizens 
National Bank of Los Angeles, Cal.; Func- 
tions of the Collection Department of the 
lederal Reserve Bank in Connection with 
Non-Cash Items, by J. S. Walden, Jr., 
Comptroller of the Federal Reserve Bank 
of Richmond. 


REDITS, led by J. Martyn Turner, As- 
sistant Cashier of the Bank of Italy of 
San Francisco, Cal.— 

Intermediate Credit Banks, by Merton L. 
Corey, Member of the Federal Farm Loan 
Board of Washington, D. C.; Federal Farm 
Loan Banks, by Robert A. Cooper, Federal 
Farm Loan Commissioner, Washington, D. 
C.; Barometric Analysis of Credit, by Ray- 
mond W. Duning, Assistant Secretary of The 
Robert Morris Associates, Lansdowne, Pa.; 
Call Money and Its Relation to Bank, Credit, 
by D. Richard Young of the National City 
Bank of New York; Finance Corporations, 
by A. J. Maurer, Assistant Cashier of the 
Merchants National Bank of Los Angeles, 
Cal.; Commercial Paper Broker and His 
Place in Modern Banking, by H. C. Smith 
of Hathaway, Smith, Folds and Company 
ot New York; Commercial Paper as Sec- 
ondary Reserve, by H. L. Hilyard, Assis- 
tant Cashier of the Philadelphia National 
Bank of Philadelphia; Credit Unions, by 
Roy B. Bergengren, Executive Secretary of 
the Credit Union National Extension Bureau 
of Boston; Financing the Cotton Industry, 
by Merlin Fisher, Manager, Cotton Depart- 
ment of the American Bank of Commerce 
and Trust Company of Little Rock, Ark.; 
Financing the Cattle Industry, by Fred Eck- 
stron of the [Federal Reserve Bank of 
Omaha. 


OREIGN Trade and Foreign Exchange, 

led by Wilbert Ward, Assistant Vice- 
president of the National City Bank of New 
York— 

Canada of the Future, by Graham F. 
Towers, Superintendent, Foreign Trade De- 
partment of the Royal Bank of Canada of 
Montreal; Financing Foreign Trade in the 
Middle West, by I. W. Lonergan, Manager, 
Foreign Department of the First National 
Bank of St. Louis; Financing Foreign Trade 
in the South, by R. W. Brady, Assistant 
Manager, Foreign Department of the Ma- 
rine Bank and Trust Company of New Or- 
leans; The Inspection Certificate as a Bank- 
ing Document, by Irving L. Marsh, Presi- 
dent of the Commercial Survey Company, 
Inc., of New York; Financing Agricultural 
Cooperatives by Bankers’ Acceptances, by 
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Cyril B. Upham of the Chamber of Com- 
merce of the United States of America, 
Washington, D. C.; Use and Misuse of 
Trust Receipt, by Chester S. Hoober of the 
Chemical National Bank of New York; The 
Dawes Plan—Its Effects on American 
Trade, by David B. Bunim, Assistant Sec- 
retary, Commerce and Marine Commission 
of the American Bankers Association, New 
York. 


AVINGS Banks, led by Carl M. Spencer, 
President of the Home Savings Bank of 
Boston— 

Savings Problems of the Country as 
Shown by the Regional Conference of the 
American Bankers Association, by W. Espey 
Albig, Deputy Manager, Savings Bank Di- 
vision of the American Bankers Association 
of New York; Services Rendered by the 
Office of the New York Association to Mu- 
tual Savings Banks, by Joseph A. Seaborg, 
General Secretary of the Savings Banks 
Association of the State of New York; In- 
dustrial Savings, by Miss Mary B. Reeves, 
Manager, Industrial and School Savings, 
Philadelphia Savings Fund Society of Phila- 
delphia; School Savings from the Educator's 
Point of View, by Isaac S. Field, President 
of the School Board of Baltimore; Using 
Employees to Stimulate Business, by E. V. 
Newton, Manager, New Business Depart- 
ment of The Cleveland Trust Company of 
Cleveland; Knowing a Bank Through Its 
Windows, by H. J. Plogstedt, Manager, 
Commercial Service Department of the 
Union Trust Company of Cincinnati; News- 
paper Advertising, by Gardner Turrill of 
the California Bank of Los Angeles; A 
Master Plan for the Mass Savings Appeal, 
by A. T. Huizinga, Advertising Manager 
of the Peoples Stock Yards State Bank of 
Chicago; Advertising, by John E. Boisseau, 
Vice-President of the National Union Bank 
of Maryland, Baltimore; Employment of 
Solicitors, by E. B. Coll, President of the 
Farmers Deposit Savings Bank of Pitts- 
burgh; Bank Layout With Particular Refer- 
ence to the Requirements of a Savings Bank 
or Savings Department, by C. C. Morgan, 
President of Morgan, French and Company, 
Inc., New York; The Unit System of Han- 
dling Savings Deposits, by George W. 
Wright, Assistant Secretary of the Bowery 
Savings Bank of New York; Machine 
Bookkeeping for Savings Accounts, by Rob- 
ert F. Nutting, Assistant Treasurer of the 
Home Savings Bank of Boston; Psychology 
of Savings, by Carl M. Spencer, President 
of the Home Savings Bank of Boston; Pro- 
tecting the Savings Depositor from the 
Speculator, by John P. Baer of John P. 
Baer and Company of Baltimore; Public 
Education as it Relates to Our Banking 
Problems, by R. I. McGinnis, Assistant to 
the Vice-President of the Hellman Com- 
mercial Trust and Savings Bank of Los 
Angeles. 


RUST Functions, led by Orrin R. Judd, 
Trust Officer of the Irving Bank-Colum- 
bia Trust Company of New York— 
Inheritance Taxes, by William H. A. 
Johnson, Assistant Secretary of the Conti- 
nental and Commercial Trust and Savings 
Bank of Chicago; Estates and Trusts, by 
Frederick A. Carroll, Vice-President of the 
National Shawmut Bank of Boston; Work- 
(Continued on page 130) 
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Retention of Check As 
Acceptance 


EXAS bank received through the mails 

a check drawn upon it and held it for 
two days before protesting and returning it, 
in the expectation which was not realized 
that its customer would deposit sufficient 
funds to make it good. The holder con- 
tended that the drawee had accepted the 
check by retaining it more than twenty-four 
hours. Opinion: While Section 137 of the 
Negotiable Instruments Act, which provides 
that where the drawee to whom a bill of 
exchange is delivered for acceptance refuses 
to return the bill within twenty-four hours, 
he will be deemed to have accepted the 
same, was not intended by the framers of 
the act to apply to checks nor to make 
mere retention, unless accompanied by other 
circumstances, constitute acceptance, a num- 
ber of courts, including Texas, have con- 
strued the act so as to make mere retention of 
a check more than twenty-four hours an ac- 
ceptance, and the situation thus developed 
makes it unsafe for banks in many states 
which receive by mail checks drawn upon 
them and which are not paid within twenty- 
four hours, to retain such checks for a longer 
period. 


From ‘Texas..—We received through the mail 
from a correspondent a check drawn upon this 
bank. On the day of receipt, the account of the 
drawer was not sufficient but there was reason- 
able prospect that he would soon make a_ suffi- 
cient deposit; so, in order not to discredit our 
customer by sending back the check dishonored 
and believing it also to the interest of our 
correspondent we held the check over for two 
days, but the second day after its receipt, the 
account not having been made good, we _ pro 
tested and returned it. Our correspondent claims 
that under the Negotiable Instruments Act we 
have accepted the check and are liable for the 
amount. Is this correct? 

Answer: The Negotiable Instruments Act 
has been so construed in Texas. In view of 
an apparent conflict of opinion and law on 
this subject an extended statement will be 


made. 


Constructive Acceptance at Common Law 


T common law, in addition to an oral 

promise to pay a bill of exchange (now 
abolished by the Negotiable Instruments 
Act) and a written acceptance upon the bill 
or by a separate instrument, another class 
of cases was recognized, in which the drawee 
was held bound as acceptor, growing out of 
a course of conduct by the drawee and based 
on the principles of estoppel. For example, 
if the drawee refused upon demand to re- 
turn a bill which had been left with him 
for acceptance, or wilfully destroyed it, or 
where, after returning the bill unaccepted 
to the holder, he subsequently made a set- 
tlement with the drawer in which the amount 
of the bill was allowed, he was, in all such 
cases, as well as in others which might 
be cited, bound as the acceptor on the theory 
of an implied or constructive acceptance. 


Opinions of the General Counsel 


By THOMAS B. PATON 


State Statutes Prior to the Negotiable 
Instruments Act 


ONG prior to the passage of the Nego- 
tiable Instruments Act in any state, 
New York, Missouri and other states en- 
acted statutes, substantially identical in lan- 
guage, which regulated constructive accep- 
tances by providing that every person upon 
whom a bill of exchange may be drawn and 
to whom the same shall be delivered for 
acceptance, who shall destroy such bill, or 
refuse, within twenty-four hours after such 
delivery, or within such other period as the 
holder may allow to return the bill, ac- 
cepted or non-accepted to the holder, shall be 
deemed to have accepted the same. These 
statutes, it will be observed, covered two 
kinds of conduct on the part of the drawee 
(1) destruction of the bill, (2) refusal to 
return within twenty-four hours or other al- 
lowed period. Concerning the refusal to re- 
turn, the courts, prior to the Negotiable In- 
struments Act were unanimous in constru- 
ing such refusal as an affirmative act and 
in holding that mere omission to return, 
where there was no demand, was not a re- 
fusal. Matteson v. Moulton, 79 N. Y. 627; 
St. Louis & S. W. Ry. Co. v. James, 95 
S. W. Ark. 805 (1906) ; Dickinson v. Marsh, 
57 Mo. App. 566. 


Constructive Acceptance Under the 
Negotiable Instruments Act 


ITH the adoption of the Negotiable 

Instruments Act, oral acceptances were 
abolished by the provision (Sec. 132) that 
acceptances must be in writing either on the 
bill (Sec. 133) or by separate instrument 
(Sec. 134), but the Act also provided, for 
implied or constructive acceptances, adopting 
verbatim the language of the New York 
statute, as follows: 


Sec. 137. Where a drawee to whom 
a bill is delivered for acceptance destroys 
the same, or refuses within twenty-four 
hours after such delivery, or within such 
other period as the holder may allow, to 
return the bill accepted or non-accepted 
to the holder, he will be deemed to have 
accepted the same. 
Note: This section has been omitted in the Illi- 
nois and South Dakota acts. In Wisconsin the 
words are added: ‘‘Mere retention of the bill is 
not an acceptance.” In Pennsylvania by amend- 
ment in 1909 the following proviso was added: 
“Provided, that the mere retention of such bill 
by the drawee, unless its return has been de- 
manded, will not amount to an acceptance; and 


provided further that the provisions of this section 
shall not apply to checks.” 


Immediately preceding Sec. 137, which 
covers destruction of and refusal to return 
the bill, a section was enacted regulating the 
time allowed a drawee, to whom a bill was 
delivered for acceptance, to decide whether 
or not he would accept, as follows: 


Sec. 136. The drawee is allowed 
twenty-four hours after presentment in 
which to decide whether or not he will 
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accept the bill; but the acceptance, if 
given, dates as of the day of presentation. 


Effect of Mere Retention of Check 


| was probably not the intention of the 
framers of these sections of the Nego- 
tiable Instruments Act that they should have 
any application to checks, which are prop- 
erly not presentable for acceptance at all 
because there is no obligation on the part 
of the drawee to accept, but are only pre- 
sentable for payment; furthermore, it was 
obviously the thought that the same con- 
struction which had been uniformly given 
by the courts to statutes similar to Section 
137 would be given to that section, and that 
mere retention of a bill by the drawee, where 
there was no demand for its return, would 
not amount to an acceptance, unless accom- 
panied by other circumstances. 

The view that mere retention of a bill 
does not constitute acceptance under the 
Act is borne out by the language of the 
Supreme Court of Wisconsin in Westberg 
v. Chicago Lumber & Coal Co., 94 N. W. 
(Wis.) 572; year 1903, in which the court 
explained the meaning of Section 137 and 
said: “The duty rests on the holder to de- 
mand either acceptance or return of the bill 
and mere inaction on the part of the drawee 
has no effect. After the expiration of this 
time for investigation (twenty-four hours) 
the drawee may by retention of the bill, ac- 
companied by other circumstances, become 
bound as an acceptor; not, however, by mere 
retention. There seem to be two phases 
of conduct recognized by the authorities as 
charging the drawee—one purely contractual, 
as where the retention is accompanied by 
such custom, promise, or notification as to 
warrant the holder, to the knowledge of 
the drawee, in understanding that the re- 
tention declares acceptance; the other, where 
the conduct of the drawee is substantially 
tortious, and amounts to a conversion of 
the bill. This is the phase of conduct which 
our negotiable instrument statute has under- 
taken to define and limit as refusal (not 
mere neglect) to return the bill, or destruc- 
tion of it; reiterating the common law rule 
that mere retention of the bill is not ac- 
ceptance. The doctrine of constructive ac- 
ceptance is based on the general principles 
of estoppel. If the conduct of the drawee 
will prejudice the existing rights of the 
holder, unless it means acceptance, and the 
drawee has knowledge of such fact, he is 
estopped to deny the only purpose which 
could render his conduct innocuous, namely, 
acceptance of the bill. This underlying prin- 
ciple suggests the reasons for many of the 
limitations upon the implication of accep- 
tance from conduct; as, for example, that 
such implication arises only when the bill 
is presented for acceptance, and that no one 
but the holder (payee or indorsee) can make 
such technical presentment. Only when the 
drawee knows that acceptance is expected 
would he suppose that his conduct can lead to 
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a belief that he does accept.. Only when 
the presentment is by the holder, whose con- 
duct and rights must be affected by accep- 
tance or refusal, is the drawee charged by 
the strict rules of the law merchant with no- 
tice that his conduct may so injuriously af- 
fect the person delivering the bill to him.” 

In Wisconsin, it is true, the words “mere 
retention of the bill is not an acceptance” 
have been added to Sec. 137 of the Negotia- 
ble Instruments Act, but the same construc- 
tion as given above was uniformly placed on 
similar acts which did not contain such 
words and the language of the Wisconsin 
court would equally apply in the absence of 
such words. 

The view of the framers of the act that 
Sec. 137 is inapplicable to checks is borne 
out by the language of the Federal Circuit 
Court in Nebraska (First National Bank of 
Omaha v. Whitmore, 177 Fed. Rep. 397) 
which, differentiating between presentment 
for acceptance and presentment for payment, 
and recognizing its inapplicability to checks 
which are only presented for payment, said: 
“Presentment for payment cannot be made 
until the instrument presented for payment 
is due. Presentment for acceptance must 
be made before the instrument presented for 
acceptance is due.” 


Decisions Holding Mere Retention 
of Check an Acceptance 


OTWITHSTANDING Sec. 137 of 

the Negotiable Instruments Act in the- 
ory does not apply to checks or other in- 
struments payable on demand, but only to 
instruments properly presentable for accep- 
tance and left with the drawee for that pur- 
pose, a number of courts in different states 
have disregarded this theory and held that 
such section applies to checks; further that 
mere retention of a check for more than 
twenty-four hours binds the bank as an ac- 
ceptor, although there has been no demand 
for its return. The ground for such deci- 
sion is based on the provisions of the act 
which define a check as (Sec. 185) “a bill 
of exchange drawn on a bank payable on 
demand,” and provide that “except as herein 
otherwise provided, the provisions of this act 
applicable to a bill of exchange payable 
on demand apply to a check.” Furthermore, 
in holding that mere retention of a check for 
more than twenty-four hours is an accep- 
tance, these courts seemingly ignore the pre- 
vious rulings under statutes similar to Sec. 
137 that mere omission to return, or reten- 
tion of a bill by the drawee, is not an ac- 
ceptance in the absence of a demand, unless 
accompanied by other circumstances indi- 
cating an intention to accept or otherwise 
binding the drawee as acceptor. As there is 
destined to develop a regrettable conflict of 
law upon this subject, a brief reference to 
cases of this kind, showing what they have 
held, will be made. 

As early as 1904 an intermediate Appellate 
Court of New York (State Bank v. Weiss, 
91 N. Y. Supp. 276) held that Sec. 137 was 
applicable to a check presented through the 
clearing house and not returned within 
twenty-four hours. 

In 1908 the Supreme Court of Pennsyl- 
vania (Wisner v. First Nat. Bank, 68 Atl. 
955) in a case where checks had been mailed 
to a drawee which had handed them to a 
notary but failed to return them within 
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twenty-four hours, held that the drawee had 
accepted the checks under Sec. 137. The 
Legislature of Pennsylvania promptly 
changed this judicial rule and restored the 
meaning of Sec. 137 intended by its framers 
by enacting in 1909 the addition thereto al- 
ready above referred to: “Provided that mere 
retention of such bill by the drawee, unless 
its return has been demanded, will not 
amount to an acceptance; and provided, fur- 
ther, that the provisions of this section shall 
not apply to checks.” 

In North Carolina in 1914 (Standard 
Trust Co. v. Commercial Nat. Bank, 81 S. 
E. [N. C.] 1074, year 1914) a check mailed 
to the drawee bank was not paid because the 
drawer attempted suicide which disclosed his 
insolvency and the bank charged a note 
against his account. The check was there- 
upon protested and returned. There was a 
dispute of fact whether the check had been 
received on the same day it was protested 
or more than twenty-four hours previous. 
A non-suit was reversed and the case was 
sent back to a jury to determine whether 
there had been a constructive or implied 
acceptance, not under the Negotiable Instru- 
ments Act, but under the rule announced in 
Bank v. Kenan, 76 N. C. 340, where a drawee 
received a check to collect from itself, and, 
being a creditor of the drawer, postponed 
collection while securing its own debt, and 
the court held that such neglect of duty 
made out a case of constructive acceptance 
of the check. The court in the instant case 
cited the Pennsylvania decision in the Wisner 
case as affording strong and persuasive if 
not convincing authority for the position 
that under the Negotiable Instruments Act 
mere retention by the drawee of the check 
for more than twenty-four hours would con- 
stitute an implied acceptance. But it held 
it was not necessary to accept this view be- 
cause of the applicability of the rule in the 
Kenan case. 

In 1916 in a case decided by the Supreme 
Court of Tennessee (Peoples Nat. Bank 
v. Swift, 183 S. W. 725 [1916]), a check 
was left with the drawee for collection 
under an arrangement between drawer, 
drawee and payee that certain funds re- 
ceived from drafts belonging to the drawer 
should be appropriated toward its payment. 
These funds were not so appropriated, but 
were paid out to the drawer. The court, 
while holding the arrangement constituted 
an appropriation of the funds toward pay- 
ment of the check which the drawee would 
be estopped to deny, also held that under the 
circumstances of the case it was not neces- 
sary for the payee to resort to a court of 
equity because the retention of such check 
constituted an acceptance under the Nego- 
tiable Instruments Act. 

In a case which came before the Supreme 
Court of Kansas (Chamberlain Metal 
Weather-Strip Co. v. Bank of Pleasanton, 
160 Pac. [Kan.] 1138 [1916]), a bank paid 
a check on a forgery of the payee’s name. 
The true payee sued the bank. The court 


held that under the Negotiable Instruments. 


Act the retention of the check and the 
charging to the account of the drawer con- 
stituted an acceptance. 

But to the contrary of the Kansas deci- 
sion, in a case decided by the Supreme 
Court of Arkansas in 1921 (Southern Trust 
Co. v. American Bank of Commerce & Trust 
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Co., 229 S. W. [Ark.] 1026), a bank re- 
ceived a code telegraphic message from a 
customer, held to be the equivalent of a 
check, directing it to pay a specific sum to 
Sam Smith. The bank paid by delivering 
its cashier’s check drawn to the order of 
Sam Smith, to an impersonator of Sam 
Smith. The court referred to its previously 
announced rule that the unauthorized pay- 
ment by a bank of a check on a forged in- 
dorsement does not constitute an acceptance 
and denied a contention that the issuance 
of a cashier’s check was equivalent to an 
acceptance of the original check and con- 
verted the funds into a deposit to the credit 
of Smith, the real owner. The frailty of 
this contention, it said, was that, while the 
bank, through mistake or negligence, deliv- 
ered to an impersonator what was intended 
for Smith, yet the bank delivered the check 
to the particular individual it intended to re- 
ceive it and paid it on the indorsement of 
that person. 

The latest decision on this subject has been 
rendered in Texas in 1923 (Commercial 
State Bank v. Harkrider-Keith-Cooke Co., 
250 S. W. Rep. [Tex.] 1068). A check was 
presented through the clearing house and 
was returned the second business day fol- 
lowing marked “Insufficient Funds.” The 
check was held to have been accepted, be- 
cause of failure to return within twenty-four 
hours. The court followed the reasoning of 
the Pennsylvania Court in Wisner v. First 
National Bank. This decision is by the 
Court of Civil Appeals of Texas at Fort 
Worth. It follows the decision of the Court 
of Civil Appeals at Austin, rendered in 1922 
(Lone Star Trucking Co. v. City Nat. Bank, 
240 S.W. 1,000) that payment of a check on 
a forged indorsement and retention of the 
check so paid does not constitute an accep- 
tance under Sec. 137 because not presented 
by a holder authorized to request accep- 
tance; the court also expressing sympa- 
thy with, but not basing its decision upon, the 
rule announced in the Wisconsin case above 
referred to that acceptance cannot be implied 
from mere retention, saying that “the au- 
thorities are not, however, harmonious as to 
this proposition.” The Supreme Court of 
Texas has not as yet passed upon the propo- 
sition. 


Preponderance of Authority 


| erees the foregoing review it must be 
admitted that, notwithstanding the theory 
that Sec. 137 is inapplicable to checks be- 
cause such instruments are not properly 
presentable for acceptance, but only for pay- 
ment, and notwithstanding the early con- 
struction of statutes similar to Sec. 137 that 
mere retention of a bill or omission to re- 
turn, it is not of itself a constructive ac- 
ceptance where there has been no demand 
for its return, the numerical weight of re- 
cent decisions is to the contrary and sup- 
ports the rule that mere retention of a 
check by the drawee for more than twenty- 
four hours constitutes an acceptance there- 
of. Such is the judicial rule in Texas, Kan- 
sas and Tennessee under the Negotiable In- 
struments Act. Such was the judicial rule 
in Pennsylvania until overturned by statute. 
Such is not the rule in Illinois and in South 
Dakota, because Sec. 137 is not part of the 
Negotiable Instruments Act in those states. 
Such is not the rule in Wisconsin, because 
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aside from the judicial reasoning of the 
Supreme Court of that state, the statute 
expressly adds a clause that mere retention 
does not constitute an acceptance. The sit- 
uation thus developed indicates a variation 
of rule and uncertainty of law in many 
states. Under present conditions, it is cer- 
tainly unsafe for banks in many states, which 
receive by mail checks drawn upon them, 
and which are not paid within twenty-four 
hours, to retain such checks for a longer pe- 
riod. In closing this review it may be pointed 
out that the Supreme Court of Pennsylvania 
in 1884, prior to the enactment of the Nego- 
tiable Instruments Act, virtually held to the 
same effect. In First National Bank v. Mc- 
Michael, 106 Pa. St. 460, a check postdated 
March 5 was mailed to the drawee which 
received it on March 6, when the drawer’s 
balance exceeded the amount. The bank 
being pressed for money held the check, and 
having received instructions from the drawer 
on March 9 not to pay it, protested the check 
on March 10. The court held the bank lia- 
ble as acceptor. It said that certification of 
a check and charging it to the drawer are 
not the only modes of acceptance binding the 
bank to the holder. If the bank does not 
pay or accept a check, it is bound to re- 
fuse and it has no right to keep it indefi- 
nitely. The “delay was entirely consistent 
with an acceptance and quite inconsistent 
with a refusal, since, if a refusal was in- 
tended, notice would ‘naturally and ought 
legally to have been given at once, either 
on the same or, the farthest, the next day.” 


Stamp Tax on Ante-dated 


Notes 


When provision of the Federal Revenue 
law requiring stamp taxes on notes hav- 
ing been repealed, effective on and after 
July 3, 1924, notes thereafter executed do 
not require stamps even though they are 
ante-dated as of a time when the law was 
still in force for the legitimate purpose of 
renewing overdue notes. 

From Pennsylvania.—Suppose we have notes 
that were due before July 2—in fact, any overdue 
note. If this note were renewed and dated back 
of July 2, which is the custom, will it be necessary 
to put the revenue stamps on it? You will under- 
stand the note will be dated back of July 2, but 
renewed at a later date. 

The Revenue Act of 1924, effective on and 
after July 3, repealed the provision requiring 
a stamp tax on notes and notes executed 
after July 2 do not, therefore, require a 
stamp. The fact that notes are ante-dated 
prior to July 3 for the legitimate purpose of 
renewing overdue notes as of the date of 
their maturity, would not make applicable a 
provision of law which has been repealed and 
is no longer in effect. The Negotiable Instru- 
ments Act provides (Sec. 12) that “the 
instrument is not invalid for the reason 
that it is ante-dated or post-dated, pro- 
vided this is not done for an illegal or 
fraudulent purpose. The person to whom 
an instrument so dated is delivered ac- 
quires the title thereto as of the date of 
delivery.” Such ante-dated renewal notes 
do not, therefore, require stamps. 

A negotiable instrument is presumed to 
have been made on the day it is dated but 
if it became necessary to bring suit on such 
notes, I do not think there would be any 
difficulty of proof. The earlier Federal 


statutes required notes to be stamped in 
order to be admissible in evidence. <A 
majority of state courts held that Federal 
statutes cannot make rules of evidence for 
state courts, but in Pennsylvania and a 
few other states (Chartiers & Turnpike 
Co. v. McNamara, 72 Pa. St. 278) the 
Federal exclusion of the paper as evidence 
applied to state as well as to Federal courts. 
But the provision making unstamped notes 
inadmissible in evidence has been omitted 
from the later Federal acts and therefore, 
the Pennsylvania decision would no longer 
apply. Even were the law otherwise, the 
date on a note is only prima facie evi- 
dence of the time of its making and the 
true date can be proved. 


Set Off Against Insolvent 


Depositor 
Peg io ordinarily has no right to apply 
a deposit to the unmatured debt of a 
depositor but according to the weight of 
authority, the insolvency of the depositor 
creates such right. In New York and some 
other states, however, the rule is contra. 
But under the Bankruptcy law the bank- 
rupt’s unmatured note may be set off 
against his deposit. Such right of set-off 
may also be acquired by insertion of an 
authorizing clause in the borrower's note. 
From New York—What hold has a_ bank on 
the deposits of a customer when a note is not yet 
due? For example, John Doe and Co. have a loan 
amounting to $10,000 which is to mature about 
the middle of June. About the middle of May the 
bank discovers that John Doe & Co. are in financiai 
difficulties. Is there any way in which the bank 
can apply balances on deposit with them towards 
the payment of notes which have not as yet 
matured ? 
In the above example, what would be the situa- 
tion in case of bankruptcy after the note had 
matured with regard to balances applied toward 


the payment of the note? Would these funds have 
to go into the general bankruptcy proceedings? 


The general rule is that a bank has no 
right to apply a deposit to a debt of the 
depositor until such debt matures, (Irish 
v. Citizens’ Trust Co., 163 Fed. 880; Bank 
v. Crayter, [Ala.] 75 So. 7; Com. Nat. 
Bank v. Proctor, 98 Ill. 558; Homer v. 
Nat. Bank of Commerce, 140 Mo. 225, 41 
S.W. 790; Richards v. La Tourette, 119 
N.Y. 54; Newcomb v. Almy, 96 N.Y. 306; 
Jordan v. Nat. Shoe &c. bank, 74 N.Y. 
467; Martin v. Kunzmuller, 37 N.Y. 396; 
Bank v. Presnall, [Tex.] 194 S. W. 384) 
although such application may be made be- 
fore maturity by virtue of instructions 
from, or the consent of, the depositor. 
(Roe v. Versailles Bank, 167 Mo. 406, 67 
S. W. 303; Steiner v. Mut. Alliance Trust 
Co., 124 N.Y. Suppl. 184; Salt Lake City 
Com. Nat. Bank v. Brinton, [Utah] 145 
Pac. 42). Where a depositor beccmes in- 
solvent, the bank is, according to the great 
weight of authority, entitled to apply his 
deposit on an unmatured debt to the bank. 
(Pendleton v. Bank, [Cal. App.] 208 Pac. 
702; Ga. Seed Co. v. Talmadge, 96 Ga. 
254, 22 S.E. 1001; Thomas v. Angus Exch. 
Bank, 99 Iowa 202, 68 N.W. 780; Ky. 
Flour Co. v. Merchants’ Nat. Bank, 90 Ky. 
225, 13 S.W. 910; Hayden v. Seward, 120 
Md. 163, 87 Atl. 672; Demmonn v. Boyl- 
ston Bank, 5 Cush. [Mass.] 194; Platts 
v. Met. Nat. Bank, 130 Minn. 219, 153 N.W. 
514; Hodgin v. People’s Nat. Bank, 124 
N.C. 540, 32 S.E. 887; Grocery Co. v. 
Newman, [N.C.] 114 S.E. 535; Feick v. 
Bread Co. [N.J. Ch.] 99 Atl. 851; West 


v. Lahoma Bank, 16 Okla. 328, 85 Pac. 
469; Chapman vy. Ninth Nat. Bank, 120 
Pa. St. 86, 13 Atl. 707; Citizens’ Bank v. 
Kendrick, 93 Tenn. 437, 21 S.W. 1070; 
Bank v. Presnall [Tex.] 194 S.W. 384). 
The rule has been laid down in New York, 
however, that a bank cannot apply the de- 
posit of a customer to the payment of an 
indebtedness owing to it by him which has 
not matured, though he be insolvent, un- 
less it is authorized to do so by contract. 
(Frank v. Merchants’ Nat. Bank, 182 N.Y. 
264; Fera v. Wickham, 135 N.Y. 223; 
Heidelbach v. Nat. Park Bank, 87 Hun. 
[N.Y.] 117). However, under the U. S. 
Bankrupt Law (Secs. 63, 68) notes made 
by a bankrupt, but not due at the time 
of his bankruptcy, are provable against his 
estate and may, therefore, be set off in an 
action, brought in the courts of New York 
by the assignee in bankruptcy, upon a 
claim against the holder of the notes; since 
in cases arising under the Bankrupt Law, 
the courts of New York will be governed 
by the law of set-off as it prevails in the 
Federal courts and not by that obtaining 
in the New York courts, under which 
claims unmatured at the time of insolvency 
cannot be set off against claims held by the 
assignees of the insolvent. (Frank v. Mer- 
cantile Nat. Bank, 182 N.Y. 264; Sturm 
v. Chatham Phenix Nat. Bank, 199 N.Y. 
Suppl. 895, [May, 1923] [holding that in 
questions involving the application and effect 
of the national Bankruptcy Act (U. S. 
Comp. St. Sec. 9585-9656) the courts of 
N.Y. follow and give effect to the rulings 
of the Federal courts; that under the 
Bankruptcy Act, a bank holding a promis- 
sory note and having on deposit money be- 
longing to a bankrupt is a creditor to the 
amount of the note and a debtor to the 
amount of the deposit, and may, in the 
bankruptcy proceeding, apply the amount 
of the deposit on the payment of the note, 
even though the note has not matured]). 
However, even aside from the Bankruptcy 
Act, the following form of contract, if 
inserted in the borrower’s note, would pro- 
tect the bank: “The bank at which this 
note is payable is hereby authorized, in 
the event of the maker’s insolvency before 
maturity hereof, to apply any balance in 
said bank standing to the credit of the 
maker in payment of this note.” (See 
Germania Sav. &c. Co. v. Loeb, 188 Fed. 
285; Jordan v. Nat. Shoe &c. Co., 74 N.Y. 
467; Heidelbach v. Nat. Park Bank, 33 
NY. Suppl. 794). 


Deed of Husband to Wife 


ORRECTION.—In the June Journac 

(p. 796) opinion was given that under 
the law of Michigan a deed of land can 
be made directly by husband to wife or 
to himself and wife jointly without the 
intervention of a third party. The correct- 
ness of this opinion so far as it relates 
to a deed by a husband directly to wife is 
unquestioned; but under the present law 
of Michigan, if it is desired to create a 
joint tenancy or tenancy by the entireties 
in husband and wife, it is necessary for 
the husband to convey to a third party who 
in turn conveys to husband and wife. The 
earlier decisions in Michigan upon which 
the opinion in the June Journal was based 
are no longer law. 


Recent Decisions 


DIGESTED BY THOMAS B. PATON, JR. 


Trust Company DEMANDING AND ACCEPT- 
ING FEES FOR PERFORMANCE OF Duty, 
CANNoT BY AGREEMENT Excuse 
ITSELF FROM PERFORMING— 

New York. 


EFENDANT was trustee of certain 

mortgages drawn up by defendant and 
its agents and executed to defendant in its 
favor by now bankrupt mortgagor to secure 
the bondholders of the bankrupt. Plaintiff 
was one of those bondholders, but the bank- 
ruptcy court had denied his claim to being a 
preferred creditor, on the ground that the 
mortgage supporting his bond was improp- 
erly drawn, and that anyway it had not 
been refiled each year as required for pref- 
erence over other creditors. 

Plaintiff sues defendant for his loss due 
to defendant’s negligence in drawing and 
failing to file the mortgage, on the ground 
that defendant demanded and was paid fees 
for performing those services; and held 
itself out as performing those services, 
thereby inducing bondholders to rely on the 
bonds. 

The mortgage contained the following 
clause : 

“The trustee (defendant) is under no 
obligation to record or file this indenture 
in any office whatsoever * * * or to 
do any act for the continuance or con- 
servation of the lien hereof.” 


But the court held this stipulation of no 
effect, for defendant was accepting fees as 
trustee and holding itself out as such; that 
it would be against public policy to allow it 
to so relieve itself of its negligence in the 
matter. Green v. Title Guarantee & Trust 
Co., Supreme Court, N. Y. County, decided 
June 11, 1924. 
matter. 

Green v. Title Guarantee & Trust Co., 
Supreme Court, N. Y. County, decided July 
11, 1924. 


CuUSTOMER’S OvVERDRAFTS—BANK Not BouNnpD 
BY AGREEMENT TO HONOR 
—New York. 

sues defendant bank for 

damages sustained by plaintiff, due to 
defendant failing to honor checks drawn 
against it. Plaintiff claims that it entered 
into an agreement with defendant whereby 
the latter authorized plaintiff to overdraw 
his account, the bank to notify plaintiff 
when the checks were presented, and give 
him the chance to make them good; that 
the bank would withhold from the payee 
the information that there were not suffi- 
cient funds to meet the checks until the 
close of the banking day, so plaintiff could 
make the checks good. Defendant claims it 
did not enter into such an agreement, and 
at any rate it would be contrary to public 
policy to hold it to such contract. 

The court held the bank not bound by 
such an agreement, for “public policy will 
not countenance the making of contracts 
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such as are in this complaint alleged, for 
the additional reason that banks are insti- 
tutions, which are peculiarly touched with a 
public charge, and the nature of which 
partakes, in a great measure, of a fiduciary 
character.” S. R. & P. Co. v. American U. 
Bank, N. Y. Sup. Ct., May 1924. (See 204 
N. Y. Supp. 755 for lower court). 


Securep Note Hotper’s To DEMAND 
ADDITIONAL SECURITY UPON DEPRECIA- 
TION—NEGOTIABILITY Not DE- 
STROYED—TENNESSEE 


EFENDANT made a note in which 

there was a provision to the effect that 
the note would become due if the maker 
failed to deposit additional security to cover 
it upon demand of the holder when the se- 
curity depreciated. 

The payee indorsed the note to plaintiff 
for value before maturity, and upon its 
nonpayment when due, this suit is brought. 
Defendant claimed failure of consideration, 
and sought to avail himself of the defense, 
on the ground that the note was a non- 
negotiable note; that the provision enabling 
the holder to advance the due date upon 
failure to deposit additional security made 
the time of payment uncertain, -thereby 
destroying negotiability. 

Nevertheless the note was held negotiable. 
For the advancement of the maturity of 
the note did not depend on the whim or 
caprice of the holder; the maker might de- 
posit additional security when necessary, 
thereby precluding the advancement of the 
maturity date. West Point Banking Co. v. 
Gaunt, 262 S. W. 38. 


ACCOMMODATION MAKER. EXTENSION OF 
Time FoR ONE Maker Does Nor Dis- 
CHARGE JoINT MAKER—TEXxAS 

HE Commissioner, in winding up an 

insolvent bank, proceeded against a 
joint and several maker who had signed for 
the accommodation of the other maker re- 
ceiving the proceeds. The accommodation 
maker signed below the signature of the 
other maker, and in this action disclaimed 
liability on the ground that he was merely 
a surety, and since the bank prior to in- 
solvency had extended the time of payment 
without his consent he was discharged from 
liability. 

This defense did not avail defendant, for 
while as between himself and the maker re- 
ceiving the proceeds the latter only might 
be regarded as primarily liable, as between 
defendant and an indorsee of the note both 
makers were equally liable, and since he was 
also primarily liable, the extension of the 
note did not discharge the liability against 
him. Nor would the erasure of the former 
due date and the substitution of the new due 
date in the margin be such an alteration as 
would discharge defendant. The liability 
was already fixed before the change, and the 
new date did not affect it. Clem v. Chap- 
man, 262 S. W. 168. 
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Twenty Day DeLay IN PRESENTING CHECK 
FoR PAYMENT. WHEN No IN- 
yuRY—NEW JERSEY. 


LAINTIFF accepted a check in pay- 

ment from defendant and held it twenty 
days before presenting it to the drawee bank 
for payment. The check was returned on 
account of insufficient funds of the drawer 
to pay it, and when drawer is sued on the 
check, he seeks to avoid liability under Sec- 
tion 186 of the Negotiable Instruments Act, 
on the ground that twenty days was an un- 
reasonable delay in presenting the check for 
payment. 

The court held that, while the delay was 
unreasonable, under Section 186, the drawer 
was “discharged from liability thereon to 
the extent of the loss caused by the delay” 
only. And since there would have been 
no loss to defendant in keeping the deposit 
sufficient to meet the check as he was bound 
to do, there was no liability to be discharged 
from, and defendant was liable on the un- 
paid check. Bordner v. Rothman, 123 Atl. 
529. 


ACCEPTANCE OF DRAFT WITH “AS PER” REF- 
ERENCE TO ContTRACT EmBopirs Con- 
TRACT IN ACCEPTANCE— 
MARYLAND. 

EFENDANT drug company purchased 

certain patent medicines under a con- 
tract whereby defendant was to pay for the 
goods by a customer’s acceptance at four 
months, which was to be renewed for the 
amount of the goods unsold and on hand 
at maturity. In the contract it was 
recited that the acceptance was to be 
nonnegotiable, but it was presented for 
acceptance in negotiable form. Defen- 
dant by its agent when signing the ac- 
ceptance wrote with red ink the words “as 
per Reolo contract” just after the printed 
words “accepted for payment.” 

The vendor of the medicine, disregarding 
his contract, sold the acceptances to plaintiff, 
who is suing on them after nonpayment at 
maturity, and the sole question is whether 
or not the words “as per Reolo contract” 
destroy the negotiability of the acceptances. 

The court decided that those words did 
destroy the negotiability, and in doing so re- 
fused to follow another decision based on 
almost identical “Reolo” facts, set forth in 
282 Fed. 920. In refusing to follow, the 
court said: “we have reached the conclu- 
sion indicated above that the words ‘as per 
contract’ are embodied in the acceptance and 
so related to and connected with it that 
they must of necessity qualify it, and that 
they in effect make the contract to which 
they refer so much a part of the acceptance 
as to impose upon the holder the duty of as- 
certaining, before purchasing or discounting 
the bill, that it is payable under the terms 
of the contract, which, in other words, is 
to say that they render the acceptance con- 
ditional and nonnegotiable.” Int. Finance 
Corp. v. Calvert Drug Co., 124 Atl. 891. 
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Is your safe deposit 
really safe? 


New invention insures positive 
identification of customers 


Eben may have the thickest vault door you 
can get. Undoubtedly your burglary 
alarm system is the best. But how about your 
Safe Deposit System? 


Is your sign that reads “open from nine to 
three’ an invitation to the clever crook to 
come in and help himself—simply because your 
identification system does not positively iden- 
tify? 


Just imagine having for immediate reference 


the photograph and signature (on one card) 
The Method 
of every customer. Wouldn’t that preclude 
/ The customer seats himself. His signa- 


the possibility of anyone other than the right- ture card is placed in the holder—the 
- aperator presses a button. No focusing, 


ful owner gaining access to a safe deposit box ? no flashlights, no delay. Merely a soft 


IDENTISCOPE 


the newest innovation in bank protection methods 
makes this instant identification possible. 


As a bank official you are naturally interested in pro- 
viding your bank and your customers with the best 
possible protection. 


How you can get this protection—What the “Y and 
E” Identiscope is—How simple it is to operate—is 
all described in an interesting new folder. Mail the 
coupon today for a free copy. 


} /AWMAN The Result 
AWMAN AnD | RBE MFec. (0. The face of the customer and his true 
a signature are photographed together for 
885 Jay Street ROCHESTER, N. Y printing on a convenient-sized card, as 
shown above. 
In Canada: The Office Specialty Mfg. Co., Ltd., 


Y and E”’ Branches 


Albany Detroit St. Louis 
Boston Los Angeles San Francisco 
Bridgeport Newark Springfield, Mass. 

Buffalo Philadelphia Syracuse 
Chicago Pittsburgh Washington, D. C. 
Cleveland Rochester New York 


Agents and dealers in 2500 other cities 


Mail this coupon 


YAWMAN AND ERBE MFG. CO., 
885 Jay St., 
Rochester, N. Y. 


Please mail us free literature telling all about the 
new “Y and E” Identiscope. 


ADDRESS 


When writing to advertisers please mention the American Bankers Association Journal 
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Federal Reserve Rediscount Rates 


and the Gold Supply 


By GEORGE E. PUTNAM 


Economist Keynes’ Contention That We Have Established a 
Dollar Standard Rather Than Maintained a Gold Standard. 
Prices and the Policy of the Federal Reserve Board. Too Early 
to Appraise in Full the Net Result of the Plan of Credit Control. 


HE recent reductions in Federal 

Reserve rediscount rates have had a 

soothing affect, for the time being, 

upon the less friendly critics of the 
Federal Reserve Board. In certain quarters 
the feeling of resentment against the 
Board’s credit policy had been running high. 
It was becoming increasingly difficult for the 
ordinary observer to understand why re- 
discount rates should be maintained at a 
high level when the reserve ratio was hov- 
ering around 80 per cent. The contention 
was fast gaining favor that the Board’s 
policy was aimed at the regulation of prices, 
and that in undertaking to discharge this 
kind of a function, the Board was exceed- 
ing its authority under the Federal Reserve 
Act. 

Probably the most striking statement made 
in connection with these charges was the 
one emanating from Mr. Keynes, the British 
economist, when he asserted, in a recent book 
on Currency Reform, that our hoarding of 
gold had had the effect of substituting a 
dollar standard for the gold standard. In no 
spirit of criticism, but rather in a spirit of 
presenting relevant facts. he stated the point 
as follows: “for the last two years the United 
States has pretended to maintain a gold 
standard. In fact, it has established a dol- 
lar standard; and, instead of insuring that 
the value of a dollar shall conform to that 
of gold, it makes provision at great expense 
that the value of gold shall conform to that 
of the dollar.” 

On careful analysis, it is difficult to get 
away from the logic of this statement. We 
now have more than twice as much gold as 
we had in 1914. We hold a gold money 
stock of over $4,300,000,000, or about 48 per 
cent of the world’s known supply. During 
the past three and a half years, our net im- 
ports of gold have amounted to $1,422,000,- 
000, that is, we have been getting gold from 
the outside at the rate of more than a 
million dollars a day. Yet, in spite of the 
gold accumulated since 1920, the purchasing 
power of the dollar has not been greatly 
affected. By all the laws of economics one 
would have expected the purchasing power 
of the gold dollar to fall—i.e., the level of 
prices to rise. But things have not worked 
out that way. 


Credit Policy and Prices 


T would be unfair, however, to conclude 
that the Board had formulated its credit 
policy with a view to stabilizing prices, 


merely because that policy had resulted in 
a certain amount of price stabilization. A 
review of the conditions under which most 
of the changes in rediscount rates have been 
made in recent years would show that rates 
have been increased when business was rap- 
idly expanding and showed signs of develop- 
ing an unhealthy speculative boom; like- 
wise, it would show that rates have been 
lowered when industry and trade were in 
the process of recovery after a period of re- 
action. It appears to have been the general 
policy of the Board to release credit to busi- 
ness according to its conception of business 
needs. If the carrying out of this policy 
has resulted in price stabilization, it has 
been nothing more than a coincidence. 

The most that can be presumed as to the 
Board’s price-stabilization designs is that it 
has been bent solely on the prevention of in- 
flation. It has shown no disposition to re- 
lease more credit as rapidly as the increase 
in gold reserves made additional credit pos- 
sible. On the contrary, it has consistently 
followed a policy of conserving the new in- 
crements of gold. Prompted by the desire 
to keep our excess reserves available for re- 
distribution by export, as occasion in the 
future might arise, “without producing any 
untoward or disturbing effects in our own 
domestic, economic, and financial situation,” 
the Board has done what it could to lock up 
our gold accumulation behind the bars of 
high rediscount rates where it would have 
no stimulating effect on prices. It is in this 
measure only that the Board has attempted 
to stabilize prices. It has given no encour- 
agement to the inflationists. 


Too Early to Appraise 


| i is still too early to appraise in full the 
net results of the Board’s policy of credit 
It must be admitted that a kind of 
dollar standard has been substituted for the 
gold dollar of old, at a considerable cost to 


control. 


the country as a whole. On the other hand, 
we can say with some measure of satisfac- 
tion that, thus far, inflation has been avoided, 
and that we are still in a position to return 
vast quantities of gold to Europe as the oc- 
casion arises without causing any great dis- 
turbance to our own credit situation. But 
when all of this has been said, the question 
arises, Will we remain in this comfortable 
position? Is there not some likelihood that 
the policy of credit control has merely post- 
poned the natural working out of economic 
forces? 

In dealing with these questions we must 


104 


look to the Federal Reserve System itself 
and note some of the internal effects that 
the Board’s policy has had. First of all, it 
appears that during the past three and a 
half years, significnt changes have been tak- 
ing place in the volume and character of the 
Reserve bank’s earning assets. These assets 
consist mainly of bills discounted for mem- 
ber banks, bills bought directly in the open 
market, and United States Government obli- 
gations—either bonds, treasury notes, or cer- 
tificates of indebtedness. 

The following tabulation shows the vol- 
ume of bills discounted for member banks, 
together with other earning assets of the 
Reserve banks, for the last week in each 
year from 1920 to date: 


Total 
urchases Earning Assets 


Bills Discounted Open Market 
for Member Banks 


1920 .. $2,719,134,000 $543,893,000 $3,263,027,000 


1921 1,144,346,000 379,170,000 1,523,516,000 
617,780,000 708,316,000 1,326,096,000 
857,151,000 440,624,000 1,297,775,000 
uly 


305,243,000 505,252,000 810,495,000 


It will be seen that the earning assets of 
the twelve banks have declined substantially 
in recent years, chiefly because of the 
marked decline in the volume of bills dis- 
counted for member banks. The obvious 
reason for this decline is that the Reserve 
banks have been trying to maintain higher 
discount rates than borrowers were willing 
or were obliged to pay. The continual in- 
flow of gold amounting to more than 
$1,400,000,000 net since 1920 has made it 
unnecessary for member banks to get their 
bills rediscounted to.the same extent. They 
have been able to use gold imports to pay 
off their borrowings at the Reserve banks, 
and to accommodate their customers more 
and more out of funds on hand. 


Could Have Maintained 
Earning Assets 


F the Reserve banks had desired to do so, 

they could have maintained their earning 
assets, even in the face of a decline in mem- 
ber bank borrowing, merely by going into 
the open market and buying cable transfers, 
bankers’ acceptances, bills of exchange, 
United States Government securities, and 
certain types of obligations of minor politi- 
cal subdivisions. But such action on their 
part would have had the effect of placing 
additional funds in the banks of member 
banks, and the release of such additional 
funds would have caused an easing-up in 
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money rates at a time when the Reserve 
banks were trying to make their rediscount 
rates effective. Funds released in this man- 
ner might even have been used by the mem- 
ber banks to pay off their borrowings at the 
Federal Reserve. The whole operation 
would have been contrary both in spirit and 
in effect to the credit-control policy then 
being followed. 

It is conceivabe that a policy of credit 
control during a period of heavy gold im- 
portation might go so far as to reduce the 
earning assets of the Reserve banks to noth- 
ing. It is clear, for example, that if the 
Reserve banks maintained their rediscount 
rates well above market rates, and then 
arbitrarily tried to make these rediscount 
rates effective by selling their Government 
securities, cable transfers, bankers’ accept- 
ances, etc., in the open market, (an opera- 
tion which would withdraw funds from the 
market and tend to raise market rates for 
money)—if this experiment were tried, dur- 
ing a period of heavy gold importation, as 
part of a program of rigid credit control, 
the Reserve banks would soon become mere 
depositories for gold. Their earning assets 
would be reduced to nothing. Thereafter 
any new gold arriving in the country could 
be used as a basis for credit extension by 
the member banks, entirely free from credit 
control by the Federal Reserve. 

There are good reasons for believing that 
the Reserve Board would not allow the re- 
duction in earning assets to go this far, 
however much it might desire to retain con- 
trol to the bitter end. The Reserve banks, 
although semi-public institutions, have ex- 
penses to meet, and they have earnings to 
consider. With cumulative dividend charges 
of some $6.500,000 a year to be paid to 
member banks, with an institutional pride 
in their record thus far, and with an un- 
doubted desire to remain an integral part 
of the country’s banking system, it is at 
least to be expected that the Reserve banks 


will keep a sufficient quantity of their funds - 


employed to earn their dividend require- 
ments and to cover necessary expenses of 
operation. Moreover, endless explaining 
would be required to show Congress and 
the public generally why the Reserve banks, 
with a large proportion of the world’s gold 
in their vaults could not employ their funds 
and earn their dividends. 


Trend in Earnings 


| this connection it is interesting to note 
the trend in the financial results of the 
Reserve banks during the past four years— 
the decline that has taken place in their 
gross earnings and in the amount available 
for dividends. The results for this period 
by years are shown in the following figures: 
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SEEKING NEW BUSINESS 
ON OUR RECORD 


STATEMENT OF CONDITION 
At the close of business, June 30, 1924 


ASSETS 


Loans and Discounts . . . 

U. S. Bonds and Certificates 
Other Bonds and Investments . 
Banking House . . . . 


Customers’ Liability account of 
Acceptances .. . 


Cash, due from Banks and U.S.Treasurer 
Interest earned . 


Other Assets . 


$92,107,548.93 
13,987,412.50 
12,909,258.40 
1,500,000.00 


5,756,490.96 
36,366,429.38 
421,669.00 

358,705.87 
$163,407,515.04 


LIABILITIES 


$ 4,500,000.00 
15,500,000.00 
1,505,571.96 
729,666.19 


Capital Stock . 
Susplus.. « « . 
Undivided Profits 
Reserved; Taxes, etc. 
Unearned Interest . 
Circulation 
Acceptances 
Other Liabilities . 
Deposits, viz.: 
Individuals 
Banks . 
United States . 


22,235,238.15 
473,742.36 
347,797.50 
6,063,487.36 
1,362,658.76 


$98,395,777.01 
34,247,913.90 


280,900.00 _132,924,590.91 


$163,407,515.04 


CHEMICAL BANK CENTENNIAL 
100 YEARS OLD—100% MODERN 


THE 


CHEMICAL 


NATIONAL 


BANK 


OF NEW YORK. 


BROADWAY AT CHAMBERS, FACING CITY HALL 
FIFTH AVENUE OFFICE, AT 29TH STREET 
MADISON AVE. OFFICE AT 46TH ST. 


Earnings 


Current Dividends 
Expenses Dividends i 


$181,297,338 
122,864,605 
50,490,739 
50,708,566 


It appears from these figures that the 
policy of credit control, which brought about 
the great decline in earning assets, has re- 
duced the amount available for dividends. 
Taking into account the fact that present 
earning assets of $810,000,000 are more than 
25 per cent below the average figure for last 


$5,654,018 
6,119,673 
6,307,035 
6,552,717 


$149,294,774 
82,087,225 
16,497,736 
12,711,286 


$29,889,307 
36,066,065 
29,559,343 
29,770,511 


year, it seems fairly conclusive that current 
earnings are correspondingly low. Unless 
the expenses of the Reserve banks are ma- 
terially reduced, it does not seem that the 
amount available for dividends in 1924 will 
far exceed the dividend requirements. 

It now looks as though the recent series 


of reductions in rediscount rates, beginning 
with the rate reduction at the New York 
Reserve bank May 1 of this year, was not 
prompted by the consideration, as has been 
commonly suggested, that the Board wished 
to encourage business during the period of 
industrial curtailment. Nor can it be said 
that the Board suddenly made up its mind 
to abandon its policy of credit control and 
gold conservation. The more probable ex- 
planation is that Reserve bank earnings were 
falling off to such an extent that they were 
insufficient to take care of expenses and 
dividends. 
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S0 MANY IRAVELERS 
‘Cheque Everything Except Their Money 
and Themselves. Why ? 


EVENTY-FIVE per cent of the hundreds of thousands of travel- 

ers in this country assume needless risks with their traveling funds 
and suffer personal inconveniences simply because they do not know 
the money-protection and personal service value of American Express 
Travelers Cheques. 


If there is any doubt about this statement watch the crowd at any rail- 
road ticket window. Note the display of loose money, loosely carried 
in pockets, wide-open to even the clumsiest of light fingers. 


On a Pullman recently a traveler carefully folded his trousers to pre- 
serve the creases and carefully placed them on the shelf. $125 in bills 
was in the hip pocket. In the morning only the trousers, carefully 
creased, remained. 


A careful man on a week-end trip with his family in his car was held 
up when barely out of town and relieved of his machine and his money. 
He is driving a new car now, bought with the insurance on his old 
one; but his uninsured money, which happened to be quite a sum, is 


gone forever. The incident, however, taught him the value of 
Travelers Cheques. 


Two traveling men on their way to a hotel boarded a crowded street 
car. Pickpockets relieved them of their rolls even before they had a 
chance to pay their fare. They also, now, believe in Travelers Cheques. 


The pity of this ignorance about the value of American Express Trav- 
elers Cheques for domestic use is that it needs some such personal 
experience as these to establish the fact that even your money is just 
as easy picking as another’s. 

For use abroad American Express Travelers Cheques have long been the dominat- 
ing demand of travelers. For use in the United States there still remains a prac- 
tically unlimited field. Fortunately, for the traveler, this field is being rapidly 
appropriated by the leading banks of the country as a means of serving their pa- 
trons. 


In the protection of financial paper the American Express Company is constantly 
alert. 57 arrests of criminals for stealing or tampering with American Express 
paper have been made this year in the United States and 35 in Europe. 


American Express Co. 
65 Broadway, New York 


OFFICES IN ALL THE PRINCIPAL CITIES 


When writing to advertisers please mention the American Bankers Association Journal 
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In Appreciation 
of the Record Sale of American Express 
Iravelers Cheques 


ani sale of American Express Travelers Cheques, the first half of 

this year, amounted to $74,755,500.00, the largest in volume and in 
number of patrons in the 34 years of Travelers Cheque service. In 
June alone the sales were $21,238,240.00. 


Two factors are responsible:—the widening knowledge of the econ- 
omic and personal service necessity of American Express Travelers 
Cheques to travelers in the United States, and the cooperation of the 
17,000 banks which have made the sale of these cheques a personal ser- 
vice to their patrons. 


The American Express Company extends to these banks its sincere appre- 
ciation. Their cooperation is keenly felt. It, in turn, is continuing 
to exercise a reciprocal cooperation through its efforts in looking after 
the comfort and welfare of the bank’s patrons who are now away from 
their homes. 


In Europe, nearly 2000 American Express men and women are now busy 
looking after American travelers. Several score are devoting their time 
exclusively to the care of travelers’ mail. In Paris alone, 20,000 letters 
a day are handled. At seaports, railway depots and frontier points, 
uniformed American Express interpreters, right now, are working long 
hours in helping perplexed and worried Americans. The same is true in 
South America, the Far East, and the Levant. 


In the United States and Canada, 26,700 express offices are manned 
with obliging and well informed men who are giving local assistance 
to hundreds of thousands of vacationists, tourists, motorists. 


After all, it is their Superior Service—money safety and personal ser- 
vice—to the traveler—anywhere, which gives American Express Tra- 
velers Cheques their dominating demand. And this individual service 
is more effective, more helpful and more in demand today than ever 
before. 


American Express Co. 


6§ Broadway, New York 


OFFICES IN ALL THE PRINCIPAL CITIES 
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When writing to advertisers please mention the American Bankers Association Journal 
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Lake Shore Drive and Upper Michigan Avenue 
CHICAGO 


UIETUDE amid refined sur- 
roundings constantly prevails. 


Although THE DRAKE 
an imposing position on the shores 
of Lake Michigan, yet guests are 
only a few minutes away from the 
Convention Hall. Some choice reser- 
vations are still available. 
coming? 


book on 
THE DRAKE as the 


ideal convention 
hotel, sent at your 
request. Mention 
Edition “ E.” 


commands 


Are you 


THE DRAKE is under THE BLACKSTONE management, 
the world’s standard of hotel service. 


If Gold Continues to Pile Up 


f i> point has about been reached where 
if dividends are to be maintained out of 
earnings, and gold continues to arrive from 
abroad, the Reserve Board will have lost 
temporarily the power to control the credit 


situation. The Reserve banks can still in- 
fluence money rates downward merely by 
buying bills and Government obligations in 
the open market, that is, by releasing funds 
now being conserved; but they can do very 
little in the way of maintaining the lower 
rates already in force or of forcing rates 
upward. To keep themselves on an earning 
basis they will be obliged to buy more bills 
and Government obligations in the open 
market. And since this operation releases 


funds to the member banks, it must be 
followed by further reductions in rediscount 
rates if the Reserve banks wish to continue 
to hold member bank paper in their port- 
folios. For all practical purposes, it makes 
no difference through which channel credit 
is released, as in either case new funds will 
become available for business purposes and 
force interest rates to still lower levels. 
This conclusion hinges on the question as 
to whether or not gold imports will continue 
in large volume. While there is no way of 
dealing with this question categorically, 
there is reason to believe that we may con- 
tinue to receive a large portion of the 
world’s annual gold output. One of the 
significant factors in the situation is that 
Great Britain is paying her war debt to our 


Government and she is sending us large 
quantities of gold, chiefly new gold from 
the Transvaal. We have put up tariff bar- 
riers to restrict the importation of goods 
while gold remains duty free. Having denied 
to foreign countries the privilege of paying 
their debts in the ordinary commercial way, 
that is, by sending us goods, they must send 
us gold. 

It would be idle to speculate on the ulti- 
mate consequences of our gold position—the 
degree .of inflation that may be produced in 
our price level, or the extent to which our 
policy may force deflation of prices abroad. 
We know that some kind of readjustment 
must come eventually, and that we should be 
prepared, as the Federal Reserve Board has 
pointed out, to part with our excess gold 
when the day of readjustment comes. But it 
is difficult to see how we are going to keep 
excess gold in idleness for an_ indefinite 
period; and if we keep ourselves in a per- 
petual state of preparedness, we are apt to 
get more gold instead of losing some of our 
excess. 


If We Extend Foreign Credits 


T is frequently suggested that all we have 

to do to solve our gold problem is to use 
our increased banking power in extending 
foreign credits. It is true that this would 
help the situation for the time being. But 
will our investors rise to the occasion? And 
if we extend foreign credits in sufficient 
quantity to stop the flow of gold to this 
country, will we show a willingness to take 
foreign goods or services in payment for the 
interest on our investments? Or will we 
revert to our present policy of leaving no 
alternative to foreign countries but to pay 
their debts in gold Extending foreign 
credits will afford no permanent solution of 
the problem so long as we feel that we can 
get along and prosper without a healthy 
import trade. 

What we probably fail to realize is that 
tariff policy is just as important a factor in 
our gold problem as credit policy. Without 
the high tariff we should have gotten more 
goods and less: gold. If, therefore, we re- 
duced the tariff, we should buy more of our 
goods abroad and send gold in payment. 
This would certainly be the means of dis- 
posing of some of our gold, but in view of 
the injury that drastic tariff reduction would 
inflict on American business, very few 
could be found who would advocate it. 

If we are bent on maintaining a policy of 
high tariffs, we may as well abandon our 
policy of credit control, put our excess of 
gold to work, and let it create the conditions 
which would lead to its redistribution in 
the normal way. If this means inflation, 
well and good. It would be better to have 
a moderate amount of inflation now than 
to postpone the day of reckoning and then 
suffer something worse. There is no escap- 
ing the fact that whether we have inflation 
or something else, we have to pay the price 
sooner or later, for thinking that we can 
recover the war debts and foreign obliga- 
tions due us in some mysterious way other 
than by taking payment in goods. 


Lewis K. Dodd has been elected President of 
the Bloomfield National Bank, of Bloomfield, N. J. 
Other new officers named are: Harry L. Osborne, 
Vice-President; Ralph O. Wilson, cashier, and 
Harry J. Schneider, assistant cashier. 
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Thrift in Its Proper 
Setting 
(Continued from page 68) 


a suite of law offices with his name on the 
entrance in gold leaf, and tell him something 
of the remunerations of a good legal prac- 
tice, and if by earning and saving money 
he can realize all that you have referred 
to, he is ready to start an education account. 

Take the clerk in a store and show him 
how, by saving, the time will come when he 
can probably buy an interest in the firm and, 
perhaps, become an active partner in its 
management, and some day either buy out 
his associates, or start in business for him- 
self in another location, and as he sees in 
his imagination a great future ahead, he is 
eager to save money. 

Take the person who loves the big out-of- 
doors, the mountain camp, the lake in the 
woods, or the seashore, but who each year 
feels financially unable to spend a vacation 
away from home, and picture to him how 
by saving for a few months such a vacation 
is brought within his grasp, and he is ready 
to open a vacation savings account. 

Take a youhg man who is about to be 
married, and picture to him the independence, 
self-respect and pride in living in a home he 
can call all his own, and assure him that he 
can realize this by saving a part of his earn- 
ings, and he instantly responds to the sug- 
gestion. 

Why, then, do people respond to an appeal 
to save? Simply because through saving 
they can secure the things they desire, not 
long years hence, not in old age, but in the 
near future and while they can enjoy them. 


Acquiring the Habit 


OUBTLESS there are advocates of 

thrift who condemn all plans which en- 
courage saving for any object which serves 
no other purpose than to gratify temporary 
desires. In this viewpoint not all bankers 
can agree, for there are those who are con- 
vinced that to acquire the habit of saving, 
at least for the beginner, so completely over- 
shadows in importance the objective saved 
for, that for a time at least, the objective 
can be something which is not as permanent 
or lasting as real estate or bonds. 

As a rule the inducement to save must be 
attractive, so enticing and so near realization 
that it commands favorable attention in- 
stantly and is, in fact, a real compelling 
incentive to make the effort. Permanent 
things like land do not always furnish a 
sufficient incentive to all persons and espe- 
cially to children and young people. 

What real objection, if any, is there 
against a boy saving for a pair of skates, 
or a gun, or a bicycle, or for an adult to 
save for a phonograph or a_ vacation? 
Isn’t it far better that they save for these 
things than not to save at all? It is while 
saving for these more or less unnecessary 
and temporary things that they acquire the 
habit of saving, and having acquired the 
habit, it is only natural that sooner or later 
they will begin to save for the more per- 
manent things such as a home, and having 
acquired a home through saving, the next 
step will be to save to furnish it with carpets 
and furniture. Later, by the same plan, this 
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Quick Service 


from carefully selec- 
ted vantage points 
keeps Best Tractors 
on the job. 


C. L. Best Tractor Co. 


General Offices — Factory 
San Leandro, California 


Factory Branch— Warehouse 
St. Louis, Missouri 


SALES OFFICES 


San Francisco— 127 Montgomery St. 


New York City— 30 Church St. 


BEST TRACTORS 


same saver will acquire an automobile or 
some good investment. 


Ready for Opportunities 


" should be presented from dif- 
ferent angles. The thrifty person is 
usually prepared for opportunities. As a 
result of thriftiness, a reserve in cash or 
its equivalent is built up, not to be hoarded, 
not to be kept idle and intact, but to be 
used at the psychological moment when an 
exceptionally good investment in securities, 
in land, or in goods is offered for cash. 
Instead of using unreliable and inappro- 
priate charts and objectionable quotations, 
only tables and quotations which emphasize 
the benefits derived from being thrifty 


should be used. Show the power of com- 
pound interest, and how a balance in a sav- 
ings account grows as the bank credits in- 
terest to what the saver deposits. Show 
how small sums, a few cents or a few dol- 
lars, deposited regularly, grow into large 
amounts. 


How Money Grows 
AT 4 PER CENT COMPOUND INTEREST 


3 Yrs. 5 Yrs. 10 Yrs. 

225.38 287.53 638.04 

331.30 575.09 1276.11 

496.94 862.50 1914.00 

662.60 1150.15 2552.18 

828.26 1437.68 3:90.22 

993.91 1725.25 3828.26 

A 1159.56 2012.77 4466.35 
865.87 1325.22 2300.33 5104.42 
974.11 1490.87 2587.87 $742.45 
1082.33 1656.51 2875.39 6380.47 
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Foreign Service to Banks 


company has exceptional facilities for 
serving customer banks engaged in inter- 
national transactions. Its three-fold foreign bank- 
ing organization—the Foreign Department in 
New York, offices in important cities, and corres- 
pondents in all parts of the world—offers varied 
facilities that are of special value to its banking 


customers. 


A new illustrated booklet just issued by us—‘‘Bank- 
ing Facilities in Europe’’—describes this Company’s 
European organization and the disti: ctive services 
offered to clients through the Company’s foreign 


branches. 


It will be sent on request. 


Guaranty Trust Company 
of New York 


LONDON 


NEW YORK 
LIVERPOOL 


This is a good type of chart to use. It 
shows the benefits of saving, but not over 
too long a period. 

Play up the many benefits which result 
from a practice of thrift, and avoid present 
day scarecrow methods. Experience has 
demonstrated that people this side of 45 
years can’t be frightened into saving, but 
they can be encouraged to save if our bank- 
ers will paint attractive pictures of the bene- 
fits of saving. 


Shooting the Young Idea 


NSTEAD of trying to reform men and 

women who are living extravagant lives, 
better results would be gained if our banks 
would concentrate practically all of their 
effort on the American boy and girl. In 
their tender years they are susceptible to 
the thrift idea. The school room stands out 
preeminent today as the most fertile field 


HAVRE 


PARIS 
ANTWERP 


BRUSSELS 


in America in which to cultivate thrift. If 
thrift is taught in our schools and practiced 
through school savings, more would be ac- 
complished in the United States in the next 
twenty-five years than has been achieved 
in the past century. 


Why is it that 85 per cent of church 
members were converted to Christianity be- 
fore they had reached their twentieth birth- 
day? The answer is self-evident. In child- 
hood they were susceptible to the appeal, 
and what is true in religious circles applies 
in thrift, for if thrift is presented in a 
fascinating way to children, it invariably re- 
ceives an almost unanimous acceptance. 
What a glorious future for the United 
States if 85 per cent of our school children 
should receive a practical training in thrift 
during their school days. This would solve 
our great problem of American extrava- 
gance. Why continue to spend large sums 


of money in an effort to convert hardened 
spendthrifts to the savings idea, when the 
same amount invested in. school savings 
would start millions of our young people on 
the road to financial independence? 

Why spend millions upon millions of dol- 
lars in preparing our students to earn money, 
and practically nothing in showing them how 
to save, invest, spend and conserve their 
earnings. School savings, like a lighthouse 
on a rocky shore, points the way out of 
our present predicament of American ex- 
travagance and gives to our bankers the key 
to their thrift problem. Start the children 
right with thrift as one of the principal 
cornerstones in their lives, and the problem 
of old-age demands will be more than met 
years before they become a reality. 


Beware of Long Shots ! 


of warning the public against 
old-age poverty, better results would be 
obtained if our savers were warned against 
taking “long shots” with their savings and 
trusting to luck that they’ll strike it rich. 

While it is true that banks are aroused 
to the enormous loss of savings sustained 
each year through the manipulations of irre- 
sponsible stock salesmen, nevertheless they 
are using soft pedal methods in exposing 
it instead of striking squarely from the 
shoulder. 

High pressure salesmen are multiplying 
rapidly and, accordingly, there is reaped each 
year an ever increasing harvest of “suckers.” 
Literally millions of savings bank depositors 
are rushed off their feet with “hurry, hurry, 
hurry, and get in on the big profits.” 

Wherever these stock sharpers operate 
they parade as the savings depositor’s friend 
and benefactor, and this means they prey 
upon savings accounts. Their principal stock 
in trade is fake oil leases, fake land sales 
and new inventions. 


Exposing Wildcat Schemers 


HAT our banks should do is to throw 

the spotlight of publicity on them and 
on their methods of operation, not twilight 
publicity, but the brilliant searching rays of 
2000 candle power. They should be exposed 
and their methods made known in every 
land. To be lasting, this exposure should 
be repeated until the inexperienced investor 
has been convinced that his chances of get- 
ting rich through “wildcat” speculations are 
infinitesimal—hardly one in a million. 

Just as he can’t win consistently from a 
slot machine, which is mechanically con- 
structed to turn in a net profit of 40 per 
cent to its owner, he must be made to see 
that he cannot win in the field of specula- 
tion, for he is always playing the other 
fellow’s game. 

When a boy I clerked in a country store. 
This was in the days when prize baking 
powder was popular with every farmer’s 
wife. With every case of powder was an 
accompanying collection of cheap quality 
but highly colored dishes. Sealed under the 
wrapper of every can was a ticket which 
specified the dish drawn as a premium. As 
bait and for the purpose of stimulating sales, 
six large dishes composing a set were dis- 
played with the others, and naturally the 
assumption was that they were in the draw- 
ing. For some reason unknown to me at 
the time, the big set was never drawn, not- 
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withstanding .the supply of baking powder 
was finally exhausted. 

One evening I. noticed the proprietor take 
the set home with him. Upon inquiry of 
another clerk I was told that the can which 
would have drawn the grand prize was re- 
ceived from the wholesaler wrapped in a 
separate package, which the. proprietor hid 
away in his office, although he left the grand 
prize on display. 


The ‘‘Come-on” Stunts 


experience was duplicated earlier in 
my life when I clerked in a candy store 
during summer vacation. This little store 
also sold fireworks in season. With every 
package of a certain brand of gum was a 
ticket which drew a prize piece of fireworks. 
Displayed with the prizes was a large pin- 
wheel. To this day I can vividly call to 
mind a picture how the small boys about 
town would spend their last nickel for gum 
hoping thereby to draw the big pinwheel, 
but it was never drawn. As I afterwards 
learned it was used merely as bait for the 
purpose of stimulating sales. In the minds 
of the manufacturers of the gum and the 
retailer, who sold it, it was never intended 
that the grand prize should be drawn, for 
nothing would have killed sales quicker than 
to have the big attractions removed, espe- 
cially at the beginning. The women who 
bought baking powder and the boys who 
bought gum couldn’t win because they, like 
the inexperienced investor of today, were 
playing another’s game. 

As a director of the Better Business 
Bureau it is my duty to sit in judgment 
on fake schemes of all kinds. I wish it 
were possible for every inexperienced in- 
vestor to listen in on the disclosures, as one 
by one fake schemes are exposed. I am sure 
one meeting would cure every person who 
is inclined to take a flyer with his savings. 

Just to hear a certain faker try to justify 
himself on the grounds that if one out of 
every hundred persons to whom he sold stock 
made a good investment he considered his 
business a legitimate one, should be sufficient 
to dampen all ardor for speculation. If a 
faker considers that one out of every hun- 
dred is a good percentage—the actual 
chances to win must be more nearly one in 
a million. 

Soon the investor would see that there 
is always the bait. Usually it is fictitious 
and consists of hot-air promises of fabulous 
riches on a small investment. Then there 
invariably follows the day of disappointment 
for the investor when the bubble breaks and 
all is lost, and then, as a climax, the sales- 
man drops out of sight. This is the way of 
all fake speculations. 

Banks should explode the foolish notion 
that it is good sportsmanship to speculate 
with savings—to plunge—to take a flyer. For 
anyone to hazard their savings on some wild 
cat oil lease, fake land sale or new inven- 
tion, is neither sportsmanship nor a display 
of good sense. It is recklessness, foolhardi- 
ness, that is inexcusable, and banks should 
show it up as such. 


Linking Assistance With 
Sound Advice 


ANKS should do more than just warn 
the public against the irresponsible pro- 
motor, for it is not enough to stop with 


CEMENT 


Michigan was one of the first Port- 
land Cement Manufacturing. states. 
Marl and clay here were found to be 
of a particularly good quality for 
cement manufacture. 

During the past year 6,971,000 bar- 
rels of Portland Cement were made in 
Michigan—one-fifteenth of the United 


States supply. 
Cement 


is but another of many 


business reasons why your bank should 
have the best connection obtainable 
through which it may serve your cus- 
tomers efficiently throughout the Great 


Lakes Region. 


FIRST NATIONAL BANK 


DETROIT 


MICHIGAN 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit are under one ownership 


telling them what not to do. Banks should 
supplement their advice with an investment 
service. 

It is a comparatively easy thing to post 
a game preserve with signs “No hunting 
allowed,” but it takes constant patroling to 
keep hunters out. It is an easy thing to issue 
a warning, “Beware of high: pressure stock 
salesmen,” and quite another thing to keep 
them from making inroads on the public 
savings. 

The best way I know of is for every 
banker and every legitimate dealer in in- 
vestments to place a complete investment 
service at the hands of every saver. The 
inexperienced saver should be shown every 


courtesy and his interests protected. If he 
is dissatisfied with savings interest rates, his 
banker and not some stock sharper should 
assist him in securing investments earning 
a higher rate. 

‘The American banker has it within his 
power to protect the interests of his de- 
positors. Sound advice concerning invest- 
ments plus an investment service is what is 
needed today. Every bank that supplies this 
great need contributes more to the cause of 
thrift than it can possibly do under the 
present plans of urging the public to lay by 
in store for a “rainy day” or for old age. 

Thrift is more than good intention—it is 
action, and action along right lines. 


111 
if 
The 
=, 
— 
, | 


AMERICAN BANKERS ASSOCIATION JOURNAL 


Easton’s New Hotel 


A Modern Hotel 
For YOUR City 


Some towns, when they come to the point of needing more modern 


hotel facilities, 
having their needs fulfilled. 


never get any nearer than the 


“‘talking’’ stage in 


Others, like Easton, Pa., for instance (and some 60 others) consult 
and follow the Hockenbury plan of community hotel] finance and THEY 


secure their needed hotel! 


The hotel shown above is the result 


in Easton, Pa. 


of an 8-day financing effort 


YOUR city can likewise get a modern hotel—through Hockenbury 
aid. If you THINK your city needs more modern hotel facilities, 
undoubtedly THE HOTEL FINANCIALIST, a monthly journal devoted 
to community hotel finance, can help you solve your city’s problem, 


Ask us to place your name on the bankers’ complimentary list, ‘‘B-8,’’ 
without obligating you in any way, of course, 


System Incorporated 


Penn-Harris Trust Bldg. Harrisburg,Penna. 
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A Swatter of the 
Follies 


(Continued from page 74) 


financial developments and the London 
Times daily for international politics. Of 
course, many trade publications come to 
my desk. It would be impossible to read 
them all, but I run through them hurriedly 
for developments of special interest. If I 
am wanting information about any special 
industry or commodity, I am in touch with 
original sources of information and have 
aids to do the research work. We have a 
good library and staff, and that experienced 
statistician, O. P. Austin, for many years at 
the head of the Bureau of Statistics, Wash- 
ington, D. C., is at the head of our statisti- 
cal department. 

“Occasionally there is a book which I 


manage to find time to read. Auttobiogra- 
phies and biographies are my favorites, but 
I do not care for fiction—I would rather 
read about real people and actualities. I 
try to look over the notable books upon 
social economy, and to follow important 
current discussion everywhere. Of course, 
I like to dip into the new books on eco- 
nomics, but I think the old fellows who laid 
the foundations of economic thought were 
pretty sound. They help keep you balanced. 


Clear Thinking Needed 


66 A ND there never was a time when 

clear thinking on economic matters 
was more badly needed. Our whole order 
of industrial society is getting to be more 
and more complicated and involved. If 
society is to make further progress, or even 
hold its own, all elements must work in 
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harmony and understand the relations that 
necessarily must exist. It must be taught 
that natural laws will have their way in 
the long run, despite the artificial restraints. 
that may be temporarily set up. Economic 
cooperation is essential—and, candidly, our 
industrial processes are outstripping the 
ability of the average man to comprehend 
them. 

“The war threw the intricate international 
trade relations into confusion, and failure on 
the part of both leaders and masses to un- 
derstand their mutual interests delays the 
readjustments that are necessary to general 
prosperity. The foreign trade of Great 
Britain last year, five years after the end 
of the war, was less than 75 per cent of the 
pre-war volume. The cost of the war was 
enormous, but I doubt if so great as the 
cost of the misunderstanding and mistaken 
policies since. The problem of reparations 
and interallied debts is costing more than 
the sum of them all. 


“And so the antagonism between social! 
groups and classes within our own country, 
the jealousies and narrowness of vision, all. 
due to ignorance of the great economic laws 
which work impartially for the common wel- 
fare when they have a chance, are retarding 
progress. In the industrial organization they 
are just like sand in the bearings of ma- 
chinery. It is safe to say that the pro- 
ductivity of the organizations might be 
quickly doubled if everybody would cooper- 
ate in harmonious spirit to that purpose, 
and everybody would share in the gains; the 
economic law would attend to that. 


War’s Costly Aftermath 


—— war caused a great rise of prices, 
as all wars have done, and wages 
properly and necessarily rose also. After 
the war prices generally fell, as they always 
have done after wars, but all over the 
world farm products fell faster than other 
things, because production came back faster 


. in agriculture than in other things, and be- 


cause competition in the principal food 
staples is world-wide. Moreover, wages are 
a smaller factor in agriculture than in any 
other industry. The farmer is a proprietor, 
an independent operator who produces on 
his own responsibility, taking his chances of 
what the markets will give him afterward. 
He cannot bargain for his compensation in 
advance, and having produced he is obliged 
to sell for what he can get. 


“The wage-earner, on the contrary, bar- 
gains for his wages before he goes to work, 
and he resists wage-reductions. It has 
been the general policy of wage-earners to 
dig their heels in the earth and refuse to 
come along in a general readjustment of 
wages and prices on a lower basis. The 
result is that the exchanges between farm 
products and other products are disarranged. 
All over the world, Soviet Russia included, 
farm products will not buy as many other 
products as before the war, and so we have 
spasmodic conditions in industry. Business 
starts up and runs well for a time, but piles 
up more goods than can be sold, and then 
slows down, and the wage-earners face un- 
employment. This is uneconomical produc- 
tion. It keeps up the cost of living on the 
wage-earners themselves, and makes them 
think they cannot make wage-concessions,. 
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Blanding Fisher, President, North Da- 
kota Bankers Association. 


but in fact they are losing more wages by 
unemployment than they gain by trying to 
maintain these artificial conditions, and keep 
up their living costs in the bargain. Cloth- 
ing, coal, shoes, transportation, taxes, every 
kind of service, are kept up to this artificial 
level, and industry is disorganized and un- 
certain by reason of this unwise policy, and 
now we are entering upon a political cam- 
paign in which a stupendous effort is to be 
made to unite the farmers with organized 
labor in a common effort to carry out 
destructive policies! The spirit of sus- 
picion and antagonism dominates the move- 
ment—the same spirit that makes war and 
wrecks all efforts for social cooperation. 


Getting a Start 


66 OW is any one to get an understand- 
ing of the principles which underlie 
all these relations? 

“It is not a simple thing to get a sound 
economic understanding of all things, but 
a good start in this direction might be ob- 
tained from reading and studying a standard 
work on economics—such as Taussig’s or 
Carver’s. There are many good works on 
economics and no reading is more interest- 
ing once you are well into it. ‘The Wealth 
and Income of the American People,’ by 
Walter R. Ingalls, an eminent engineer, con- 
tains a wealth of facts and a new book by 
Fabian Franklin, ‘Plain Folks on Economics’ 
is in popular style. With these as a ground 
work, he might enlarge his store of knowl- 
edge by reading the works of other recog- 
nized writers.” 

“Do you do most of your reading in the 
office or at home?” 

The question had hardly been put before 
Mr. Roberts’ secretary announced the ar- 
rival of an acquaintance from out of town. 

“My acquaintance is somewhat extensive,” 
he replied, as a twinkle appeared in his eyes, 
“so extensive perhaps that most of my day 
is given over to seeing bankers and old 
friends from all parts of the country. So 
perhaps, we might say the greater part of 
my current reading is done in the quiet of 
my study at home.” 


“Mercantile Service’ 


Departments: Banking Bond Corporation Real Estate Loan 
Real Estate Public Relations 


Safe Deposit 
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Savings Trust 
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Our thorough knowledge of St. Louis conditions and surround- 
ings, gained during twenty-five years of practical experience in 
this particular field, enables us to handle business of banks, trust 
companies and individuals in a most efficient and dependable 


manner. 


Nine carefully managed departments insure a complete and 


satisfactory service. 


Member federal 
Rerevve Sirtem 


EIGHTH AND LOCUST 


Capital Surplus 
Ten Million Dollars 


-TO ST. CHARLES 


SAINT LOUIS 


Polish Coins 


HE United States mint at Philadelphia 

will strike off the new silver zloty coins 
for the Republic of Poland. Announcement 
has been made that the mint will turn out 
24,000,000 one-zloty pieces and 12,000,000 
two-zloty silver coins. 

The Polish Legation at Washington has 
stated that the United States Government 
is furnishing every facility in connection 
with the coinage, so that the zloty pieces 
will be ready for distribution in Poland at 
the earliest possible moment. They will re- 
place the one and two-zloty paper currency, 
which has been issued by the Republic. 

The United States, as an example of in- 
ternational comity, permits foreign govern- 


ments to have their coins struck off in the 
federal mints, no profit being made on the 
operation. 


HE present glut in the money mar- 

kets, with excessively cheap money 
and its attendant evils and dangers to the 
credit structure of the country, is due, ac- 
cording to Benjamin M. Anderson, Jr., 
Economist for the Chase National Bank 
of New York, to the concurrence of three 
main causes: 1. The unprecedented flow of 
gold to the United States; 2. The current 
business reaction, and 3. Excessive Federal 
Reserve Bank earning assets, due to a feeling 
on the part of the Federal Reserve authori- 
ties that they owe it to their stockholders 
to earn expenses and dividends at all times. 
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GENERAL MOTORS 


ACCEPTANCE CORPORATION 
NEW YORK CITY 


May 31, 1924 


$9j000,600 


Surplus Undivided Profits... 4,292,104 


Total Resources...... 


DIRECTORS 
CURTIS C. COOPER, President 
ALBERT L. DEANE, Vice President 


IRENEE pu PONT, President, E. I. du 
Pont de Nemours & Co.; and, Director 
General Motors Corporation. 


LAMMOT pu PONT, Vice President, E. 
I. da Pont de Nemours © Co.; and, Di- 
rector General Motors Corporation, 


PIERRE S. pu PONT, Chairman, E. J. 
du Pont de Nemours & Co.3 and, Gen- 
eral Motors Corporation, 


0. H. P. L.A FARGE, General Motors 
\ Corporation, 


JOHN J. RASKOB, Chairman Finance 
Committee, General Motors Corporation; 
aad, Director E, I, du Pont de Nemours 


JOHN J. SCHUMANN, JR.. 
Vice President 


DONALD M. SPAIDAL, Vice President 


ALFRED H. SWAYNE, Vice President 
and Director, General Motors Corpora- 


tion 


OFFICERS 
ALFRED H. SWAYNE, Chairman 
CURTIS C. COOPER, President 


JOHN J. SCHUMANN, JR., 
Vice President 


ALBERT L. DEANE, Vice President 
DONALDM.SPAIDAL, Vice President 
JAMES H. McMAHON, Vice President 
REUNE MARTIN, Treasurer 


GEO. H. BARTHOLOMEW, 
Secretary 


CINCINNATI 


LIVINGSTON L. SHORT, Counsel 
F. STANLEY PARSON, Anditor 


JOSEPH L. MYERS 
General Manager, Financial 
Sales Department. 


ATLANTA 
BOSTON 
BUFFALO 
CHICAGO 


CLEVELAND 
DALLAS 
LONDON, ENG. 


.. « $104,916,000 


Tue obligations of this institution 
are regarded as an appropriate and 
sound medium for short term in- 
vestment by a large banking clien- 
tele. They may be obtained in 
convenient 
suitable maturities. 


denominations and 


Address Financial Sales Depart- 
ment at any office. 


Executive OFFIcEes 


224 West 57TH STREET, New York City 


BRANCHES 
DAYTON 
DENVER 
DETROIT 


NEW YORK 
PHILADELPHIA 
PITTSBURGH 
KANSAS CITY PORTLAND, ORE. 
LOS ANGELES ST. LOUIS 
MINNEAPOLIS SAN FRANCISCO 
WASHINGTON, D.C 
TORONTO, CANADA 


Some of the Major Problems 


(Continued from page 94) 


an excessive banking strength, a strength far 
beyond our immediate domestic needs. We 
now have the power to support a credit ex- 
pansion that is far greater than any banking 
system ever boasted. An excess of credit is 
a temptation to expansion, and expansion 
that is not controlled leads to inflation. 
“Credit ease has its dangers just the same 
as credit strain, and the danger that is be- 
fore us—though it is by no means an imme- 
diate one—lies in the possibility of gold in- 
flation. With every addition to the country’s 
gold, when the metal finds its way to the 


banking reserves, the country’s credit struc- 
ture is increased. Gold seeks occupation 
wherever it is lodged, so that now a problem 
that is faced is how to direct the flow of 
credit made available by this gold, making it 
at the same time productive, liquid and se- 
cure.” 


The American producers of silver have been 
urged by Senator Oddie, of Nevada, to do what 
they can_to bring about a uniform currency in 
China. Senator Oddie fears that unless this ob- 
jective is reached, China, a large user of silver 
in the monetary system, may adopt another basis 
for her currency. 
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A view of the Hankow Bankers Asso- 
ciation Building—a modern structure 
in an old land. 


Chinese Seize New Idea 
(Continued from page 82) 


Canton, it is surprising that, without more 
effective governmental supervision and with- 
out bank examiners, there have been so few 
failures among these modern Chinese banks. 


The National Association 


ROBABLY the most effective institution 

making for stability among the modern 
banking fraternities of China is the Chinese 
Bankers’ Association, which accepts as mem- 
bers only those banks which fall in the cate- 
gory of modern as distinguished from the 
native old type partnership banks. The 
Peking Bankers’ Association accepts into 
its membership banks with a paid-up capital 
of at least silver $500,000 and only upon 
the recommendation of two member banks 
and only after the bank has done business 
for at least one year. These bankers asso- 
ciations now function in seven Chinese cities. 
In Peking, Shanghai and Hankow they have 
buildings especially constructed for the pur- 
pose and owned by these associations. The 
Shanghai Bankers Association building is 
nearing completion. It is a six-story build- 
ing of reinforced concrete and is making 
provision for a central clearing house and 
exchange, banquet and meeting rooms, an 
auditorium, a library, rooms for educational 
classes, quarters for the publication of the 
bankers’ weekly magazine and living accom- 
modations for the members of the staff. In 
other words, it will combine the features of 
a building for the transaction of the busi- 
ness of the bankers association of Shang- 
hai with the accommodations of a social club. 
This is an interesting contrast to the old 
type bankers guild hall and indicates the 
important transition in banking and finance 
in China from ancient to modern concep- 
tions. A likeness of the Hankow Bankers 
Association building, completed within the 
last few months at a cost of about gold 
$100,000, is reproduced. One of the interest- 
ing features of the Hankow building is 
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the facility provided for educational classes, 
where upwards of 100 student bank clerks are 
given evening courses covering subjects con- 
cerned with modern banking practices. 

A large room in the Hankow building is 
reserved as an exchange after the type of 
the stock exchanges abroad. This exchange 
is a daily scene of activity, when from sixty 
to 100 bankers meet here to effect trans- 
actions in local exchange. In common with 
the practice of the Shanghai association, 
Hankow also provides facilities for a clear- 
ing house, where members meet each day 
to settle their balances. Standardized and 
uniform accounting methods and a glossary 
of terms and expressions for banking prac- 
tices have recently been adopted by the 
Shanghai association. 

These modern Chinese bankers associations 
found it to their interests five years ago to 
organize a national association, and confer- 
ences are held once each year at places 
agreed upon by the executive committee of 
the national association. At these confer- 
ences matters of far greater importance than 
local questions are discussed and resolutions 
passed which have considerable bearing upon 
the larger national issues. No other de- 
velopment in China in recent years indicates 
so clearly the growing interest on the part 
of the substantial business man of the com- 
munity in national affairs than do the. ac- 
tivities of the Chinese-Bankers Associations 
as exemplified by the resolutions of their na- 
tional conferences. 


China’s Currency Question 


HE recent conference at Peking con- 

cerned itself mainly with the question 
of China’s currency. The problem of the 
fineness of the Chinese dollar, depreciated 
coins, lack of uniform control over the va- 
rious mints in the country, flooding of the 
country with depreciated copper coins, and 
measures for effecting a uniform currency 
were discussed at great length and resolu- 
tions passed by the thirty representative 
bankers in attendance at this conference. 

Some years ago the Chinese bankers made 
a loan to the Central Government of silver 
$2,500,000 for the construction of a central 
mint at Shanghai. One of the leading 
American experts on mint construction and 
operation was brought to China and ar- 
ranged for the most modern and _ finest 
equipped plant in the world. This institution 
is housed in a building patterned after that 
of the United States Treasury in Washing- 
ton, and when in operation will have twice 
the capacity of the Philadelphia Mint. There 
is required an additional silver $3,000,000 for 
the equipment and operating resources of 
this mint. At this recent conference the 
bankers agreed to lend this additional sum 
to the government. Negotiations are now 
under way with the Minister of Finance to 
consummate this loan, with provisions which 
will give to the bankers a substantial in- 
terest in the control and operation of the 
mint. Through this central mint at Shanghai, 
it is hoped to be able to do much to bring 
about the stabilization and uniformity of 
China’s currency. 

Thus, it is patent that, through the organi- 
zation of modern banks in China the aggre- 
gate number of which are now over 100, 
and through the still larger and more im- 
portant development, the Chinese bankers 


Anniversary 4 


Cmise de Luxe’ 


om ean 


(Limited to 400 Guests—Less than Half Capacity) 
By Magnificent New 


Cunard S. S. “SCYTHIA”’ 


(Built 1921) Oil-Burner, 20,000 Tons, 


Sailing Jan. 29, 


1925—66 Days 


This Cruise, celebrating our Golden Jubilee, we plan to 
feature above all other Cruises, even surpassing our pre- 
vious successful Cruises by the same steamer. 


Egypt—Palestine 


Madeira, Spain, Gibraltar, Algiers, Tunis, 
Constantinople, Greece, Italy, Sicily, Riviera, 
Monte Carlo, France, England 


The “Scythia”’ 


lounges, veranda cafés, 2 


is a veritable floating palace, with spacious decks, 
elevators, 


gymnasium, commodious 


staterooms with running water and large wardrobes; bedrooms 


and suites with private baths. 
service. 


The famous Cunard cuisine and 
(Only one sitting for meals.) 


Stop-over privilege in Europe without extra cost, 
returning via S. S. “‘Aquitania,’”’ ‘Mauretania,’ 


“Berengaria,” 


or any Cunard Line steamer. 


Rates, deck plans, itinerary and full information on request. 
arly reservation insures choice of location. 


ALSO EUROPEAN TOURS 


FRANK TOURIST CO. 


(Established 1875) 


542 FIFTH AVENUE, NEW YORK 


219 So. 15th St., 
Paris 


associations with their national conferences, 
agencies are being created which will have 
much to do in the future with the straighten- 
ing out of China’s difficult financial prob- 
lems and paving of the way for a larger 
participation in industrial and commercial 
enterprises in China by foreign capital. 


Reserve Banks Will Not 
Curtail Services 


DENIAL has been issued by Gov- 
ernor Crissinger of the report that the 
Federal Reserve Board has decided upon a 


Philadelphia. 582 Market St., San Francisco 
Cairo 


London 


policy to curtail the services which it ren- 
ders to member banks. 

“The Federal Reserve Board has not de- 
veloped and put into operation any general 
policy designed to curtail the services 
which the reserve banks render to their 
member banks,” Governor Crissinger wrote 
to the AMERICAN BANKERS ASSOCIATION 
Journat. “The Board recently took action 
discontinuing all transfers of funds over our 
private wires except transfers of bank bal- 
ances solely for member banks. In other 
words, the Federal Reserve banks no longer 
use the private wires for the purpose of 
transferring funds belonging to the custom- 
ers of member banks.” 
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LTHOUGH there has been a reduc- 
tion in the number of banks, there 
has been a steady gain in the 
capital, deposits and resources of 

these institutions during the past year. 
There were 29,465 banking institutions in 
the United States on March 31, 1924, having 
a total capital, surplus and undivided profits 
of $6,726,443,398. Deposits amounting to 
$46,991,452,641 were intrusted to them, while 


New High Recordsin Bank Deposits 


their total resources amounted to $55,704,- 
062,127. These figures were compiled by 
R. N. Sims, vice-president of the Hibernia 
Trust Company of New Orleans and secre- 
tary-treasurer of the National Association 
of Supervisors of State Banks. 

Striking gains have been made by the 
state banks, which have increased their de- 
posits $1,389,000,000 between April 3, 1923, 
and March 31, 1924, although 734 passed out 


of existence during this period. The total 
resources of the state banks swelled $1,560,- 

“The capital, the deposits and the total 
resources of our banks are larger than ever 
before,” Mr. Sims reports. 

The following statement, prepared from 
figures furnished by state banking depart- 
ments and the Comptroller of the Currency, 
shows the bank resources of the nation: 


STATE 


ALABAMA 


Capital, Deposits, 
oe | No. of In- Surplus & Undi- Including Certified 
epor' 


stitutions vided Profits & Cashiers’ Checks 


Total 
Resources 


Leans & 
Discounts 


Bonds, Stocks, 
Securities, etc. 


$9,950,283.17 
6,901,822.82 


$146,176,890.81 
51,891,687.17 


$96,861,607.71 
32,399,093.22 


12-31-23 259 $21,658,507.33 $119,877,254.77 
ARIZONA CoH OED 3-31-24 47 7,211,208.29 42,560,651.68 
3-31-24 396 25,733,852.81 123,811,615.52 
CALIFORNIA 3-31-24 416 211,573,573.55 1,950,628,946.67 
COLORADO i 3-31-24 204 11,207,955.53 74,119,891.13 
CONNECTICUT 3-31-24 160 56,651,877.93 687,479,064.99 
DELAWARE 3-31-24 43 16,637,093.06 78,507,065.08 
3-31-24 108 4,556,749.70 27,926,542.20 
3-31-24 1,405 —-283,761,295.43 —_1,856,208,428.81 
12-31-23 1,312 88,952,356.56 635,914,268.90 
2-18-24 1,042 44,710,356.48 228,743,712.80 
Fa 3-31-24 224 40,425,765.14 —-303,551,359.54 
MAINE ...... 3-29-24 92 24,414,846.99 244,201,169.17 
MARYLAND {OTHER BANKS... 203 65,943,323.13 413,915,988.86 

TRUST COS., 2-31-24 

MASSACHUSETTS{GSHER BANKS 1031-23 502 429,664,590 2,601,083,339.12 
3-31-24 593 132,945,189.33 —1,057,536,068.24 
MINNESOTA 4-22-24 1,100 52,540,674.02 444,910,696.48 
BEISSISSIPPI 3-31-24 320 19,970,117.51 137,260,536.03 
MIONTANA 3-31-24 162 10,100,288.09 56,156,986.31 
NEBRASKA. 4-10-24 929 33,050,585.62 248,933,347.96 
NEW HAMPSHIRE ........... 6-30-23 69 11,416,633.86 166,367,936.81 
3-31-24 215  —122,407,330.15 965,121,282.32 
NEW YORK 3-20-24 594 14,093,434.00 —_7,801,148,055.96 
NORTH CAROLINA ......... 3-31-24 533 39,072,678.03 227,998,738.51 
NORTH DAKOTA ............ 3-15-24 543 12,740,657.33 76,238,703.30 
OKLAHOMA ................. 3-31-24 403 9,945,992.36 64,388,637.67 
PENNSYLVANIA 3-31-24 792 490,320,547.84  2,068,187,946.78 
RHODE ISLAND{ 173024 388,748.46 484,350.86 
SOUTH CAROLINA.......... 3-31-24 230 24,923,349.85 116,803,901.22 
DABROTA 3-31-24 480 16,536,521.09 128,440,134.93 
TEN NBSSEE 5-15-24 461 37,957,178.51 204,341,406.60 
VERMONT 3-31-24 59 13,272,199.68 141,021,674.20 
VIRGINA ...... 3-31-24 340 47,471,944.47 158,668,160.13 
WASHINGTON ............... 3-31-24 266 19,403,723.90 146,377,894.94 
WEST VIRGINIA............. 3-31-24 226 38,397,071.75 195,918,042.11 
3-31-24 843 58,819,773.92 475,522,153.06 


Excess of State Banking Institutions......... 
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110,626,116.36 
1,372,876,157.88 
49,507,666.89 
353,059,611.72 
48,473,371.45 
107,054,097.09 
192,048,845.23 
19,966,715.46 
1,331,423,885.93 
367,249,674.12 
617,652,025.12 
201,682,481.48 
175,784,206.54 
236,747,147.55 
101,704,791.32 


165,935,021.63 


1,699,250,635.40 
399,041,794.12 
315,118,011.51 
106,696,273.90 
494,109,244.23 
38,866,698.56 
216,539,909.93 
14,625,520.95 
78,352,653.15 
186,312,312.42 
8,890,358.80 


2,945,228,465.00 
212,289,468.83 
78,256,502.56 
,109,873,743.00 
48,024,837.09 
71,318,302.27 
884,438,496.89 
172,766,488.51 
112,358,764.00 
112,497,278.54 
181,073,168.23 
213,486,562.62 
67,186,584.02 
110,543,877.48 
171,037,572.56 
95,546,441.20 
171,846,451.99 
349,748,087.93 
18,302,519.88 


$28,402,756,641.94 $16,264,679,542.27 
11,963,102,000.00 


13,235 $ 892,763,398.41 $10,804,060,641.94 $ 4,301,577,542.27 $3,049,103,931.93 $11,578,286,127.53 


9,700,577.44 
458,050,468.73 
17,286,703.54 
277,106,283.80 
36,091,694.75 
22,853,079.17 
15,690,019.11 
5,098,987.73 
457,829,949.52 
86,423,669.69 
25,332,347.83 
20,369,219.42 
38,565,995.84 
41,975,260.10 
158,566,685.89 


191,269,995.82 


1,036,620,870.88 
589,976,897.83 
109,219,270.97 
20,983,748.64 
253,657,219.10 
10,641,102.24 
11,220,281.42 
2,513,800.72 
76,007,098.73 
607,582,176.64 
905,260.60 


1,231,177,730.71 
17,944,338.05 
5,198,048.77 
328,712,148.00 
10,259,883.70 
26,220,706,56 
1,350,045,312.28 
184,383,448.73 
11,152,438.85 
2,188,486.20 
19,238,106.69 
26,963,254.82 
15,469,650.95 
38,017,755.49 
17,799,590.00 
41,848,257.09 
28,811,128.11 
100,364,613.50 
1,232,261.32 


157,474,822.97 
2,206,521,427.07 
87,037,072.55 
766,640,059.68 
96,479,302.42 
185,882,676.70 
269,629,559.42 
34,572,412.71 
2,231,823,090.48 
611,292,557.38 
759,816,424.99 
285,325,029.17 
257,546,226.59 
375,217,278.23 
275,909,599.11 


490,856,690.54 


2,918,560,842.44 
1,222,900,821.23 
512,838,607.91 
166,627,105.49 
952,039,402.08 
69,259,375.10 
290,632,070.99 
21,849,124.78 
183,885,060.82 
1,114,825,579.85 
12,527,597.61 


9,037,654,594.05 
286,489,668.89 
102,334,452.62 
1,760,593,168.00 
78,209,669.00 
128,650,068.73 
2,693,103,766.41 
395,089,160.15 
151,030,416.69 
155,807,074.47 
267,722,725.22 
352,808,986.60 
102,360,589.71 
157,335,439.36 
231,978,972.18 
171,276,588.06 
241,944,183.68 
544,690,193.03 
26,056,014.39 


$8,055,053,931.93 $33,641,174,127.53 


5,005,950,000.00 22,062,888,000.00 
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Advice Without Obligation 


A Message to Banks 


adeted to insure the complete safety of their funds. That this 
is an expensive form of economy is obvious—a $5,000 bond 


won’t make good a $20,000 embezzlement. 


It is also true that a large number of banks are not carrying 
the coverage best suited to their needs. And it is probable 
that many of them are paying more than they should for 
adequate protection. 


A Job for Experts 


Protection against loss is of sufficient importance to justify the 
utmost consideration of every bank. It is a matter that requires 
the attention of an expert. 


In this connection, the F & D will be glad to place at the dis- 
posal of any bank the services of one of its corps of specialists. 
These men are qualified, both by training and experience, to 
prescribe the proper kind of protection a bank should carry. 
Theirs is simply an advisory service and places their clients 
under no obligation whatever. 


Your name and address on the accompanying request 
coupon will bring you full details regarding this service. 


FIDELITY AND DEPOSIT COMPANY 


BALTIMORE 
Fidelity and Surety Bonds and Burglary Insurance 


Representatives Everywhere 


Production Department, FIDELITY AND DEPOSIT COMPANY 
Baltimore, Md. 


Gentlemen:—Please let us have full details regarding your advisory service for banks. 


When writing to advertisers please mention the American Bankers Association Journal 


MWaerssa VC a long period Of time analyses Of bank losses indi- 
(ae), cate that in a majority of cases banks carry only a 


How Inheritance Taxes May 
Confiscate Estates 


By FRANKLIN CARTER, JR. 


Tax Department, Equitable Trust Company of New York 


Overlapping of Federal and State Laws Present a Serious Prob- 
lem for the Economic Future of the Country. Urgent Need 
for Readjustment So That One State May Not by Taxation 
Impair an Estate Which 


NHERITANCE and estate taxes as 

now levied by the Federal Government 

and by the several states present a 

problem which is a serious one for the 

economic future of the country as well as 
for heirs and legatees and devisees. 

Efforts have been made by some of the 
country’s ablest economists and by a few of 
our farsighted legislators to enlighten the 
public as to the grave economic danger of 
the present form of inheritance and estate 
tax laws with their power to eliminate en- 
tirely and confiscate in toto whole estates 
under certain conditions. 

The economic danger caused by the over- 
lapping of the state inheritance and estate 
taxes, so that an entire estate may be swal- 
lowed up by taxes with nothing left for the 
original heirs or beneficiaries is illustrated 
by the following from an article by Prof. 
William B. Belknap of the University of 
Louisville in a recent bulletin of the Na- 
tional Tax Association: 

“The fortune of an American living and 
dying in Manila, if bequeathed outside of the 
family and exceeding $10,000,000, would be 
taxed upon that excess at the top rate of 104 
per cent by the Federal and Philippine gov- 
ernments. Were it partly in a corporation 
whose property was in Wisconsin, the rate 
would go to 144 per cent. If this corpora- 
tion were incorporated in West Virginia, 35 
per cent would be added, making 179 per 
cent. If the certificates were in a Seattle 
safety vault, we should add 40 per cent more, 
making 219 per cent. If the transfer office 
of the corporation were in Denver, we should 
add 16 per cent, making 235 per cent. If the 
corporation had also taken out incorporation 
papers in Idaho, add 15 per cent, making a 
total of 250 per cent. If the courts of Ore- 
gon and Illinois held their own states re- 
spectively as the proper states of domicile, 
we should add 25 to 30 per cent respectively 
and have a tax rate in the highest brackets 
of 305 per cent of the estate and that without 
leaving the territory under the stars and 
stripes.” 


Crossing State Lines 


6 her economic danger and the injustice of 
such a condition are inseparable. The 
situation demands some method of applica- 
tion and readjustment by which one state 
may not by taxation impair the estate of a 
decedent which is properly located or tax- 
able in another state. 


is Stable 


President Coolidge has recommended a 
conference of the taxing authorities of the 
states and the Treasury Department prior to 
the next session of Congress “to give con- 
sideration to some comprehensive plan of 
division of this field of taxation between the 
various states and the Federal Government 
and the elimination of overlapping and un- 
fair taxes.” It is expected that such a con- 
ference on this question will take place. It 
may result in an open acknowledgment of 
the injustice of the present situation, and the 
representatives of the various states may be 
unanimous in their disapproval of the exist- 
ing conditions, but this will not repair dam- 
age already done, nor will it necessarily pre- 
vent further damage before the situation can 
be remedied. It should, however, help to 
awaken the public intelligence and produce 
sufficient sentiment to assist in the adoption 
of some coordinated and correlated system 
of taxation between the various states. 

The state income tax laws in various states 
have already recognized the injustice of 
double taxation on the same income by giv- 
ing a reciprocal credit for a tax paid in 
another state. The same principle could and 
should be applied with reference to inher- 
itance or estate taxes, and the Revenue Act 
of 1924 in Title 111, Part 1, Section 301 (b) 
gives on the Federal estate tax return a 
credit for inheritance or estate taxes paid to 
any state or territory of the United States. 
This credit is not permitted to exceed 25 per 
cent of the Federal estate tax, and the rem- 
edy is by no means complete. 


Comity Between States 


SIMILAR or greater comity between 

states should be brought about, and may 
be accomplished by a uniform system of tax- 
ation or by a reciprocal credit in one state 
for taxes justly levied in another state, with 
some definite line of demarkation with ref- 
erence to residence of a decedent and the 
situs of the property as governing the ta:. 
which may be levied. 

The constitutional question of the right of 
the United States to limit the taxing power 
of the state need not necessarily become in- 
volved, although the question of the “rights 
and privileges of the citizens of the several 
states” may well be considered when the 
doubling and overlapping of inheritance and 
estate taxes practically confiscates the prop- 
erty of a decedent. If the right is reserved 
to a state to tax the property of its decedent 
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in Another 


State. 


the question may well arise as to what extent 
another state may tax the same property of 
the decedent when a portion of the decedent’s 
property is within its territorial jurisdiction 
and when the inheritance tax which is levied 
is by the law constituted a tax upon the 
transfer of the property. The question may 
well be raised as to whether the transfer 
can actually take place in two states and be 
taxed accordingly. From the ethical view- 
point there can be no question as to the in- 
justice; from the legal viewpoint the ques- 
tion of the situs of the property and the 
residence of the decedent as bearing on the 
right of taxation has often been the subject 
of conflict. 

The very complete “Digest of State Laws 
Relating to Taxation and Revenue,’ pub- 
lished by the United States Department of 
Commerce, and printed at the Government 
Printing Office in Washington, shows 46 
states as having some form of inheritance or 
estate taxation, and Prof. Carl C. Plehn of 
the University of California, in the fore- 
word of this volume, emphasizes the com- 
plications involved in a comparison of the 
state laws because of the variety of applica- 
tion and the diversity of conditions in the 
various states, so that statutes expressed in 
similar words may have a totally different 
meaning and application in different states. 

Any constructive idea which will present 
some uniformity is not an easy one to de- 
velop, and yet if the United States is to have 
any settled taxing policy, if there is to be 
any rational coordination between wealth, 
debt and taxation, there must be some de- 
velopment even if gradually tending toward 
reciprocity and an enlightened comity be- 
tween the several states. And as the various 
state legislatures are indubitably tending 
toward a more definite policy of administra- 
tion by budget, some such rational coordi- 
nated policy of taxation will become possible. 


Present Tendency Cannot Last 


ren present tendency toward the destruc- 
tion by taxation of aggregate capital can- 
not last in this country any more than it 
lasted in Russia. If income taxes are to 
last as a revenue producing factor there must 
be sufficient foresight to see to it that the 
total national income from business, and for 
the same reason the total population income 
of the state must be fostered and protected 
to produce the revenue from taxation which 
will carry the national and the state adminis- 
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Freedom 


Many a mighty business is restricted by in- 
visible cords of badly managed details that 

hamper its activities. Pencils that won’t hold ‘ 
their points—how much can they cost a big 
concern in time and patience lost? Or poor 
carbon paper, that leaves illegible copies for 
office records! Or glue that won’t stick—or 
ink that won’t write, or that gums up!!! 


You want—and your business deserves—freedom from such 
petty annoyances. The difference in cost between the high- 
est grade office supplies and the poorest is not nearly as much 
as your own peace of mind is worth—to say nothing of the 
smooth running of your business! 

The Willian: Mann Company has been making and selling Office Stationery 
and Supplies for more than seventy-five years. Our policy has been to sell 


only products of reliable quality—articles that would give genuine satisfac- 
tion to their users. And today, with a complete line that covers every 


Mann-made Products 
include 


Blank Books— 
Bound and Loose Leaf 


Lithography possible requirement of commercial or financial organizations, we are better 
Printing equipped than ever before to supply you—from pens to filing cabinets— 
Engraving with fine products at fair prices. 


Office and Bank Supplies 


Write for 
descriptive folders about 


Manco Safety Paper 

Manco Check Books 
Mantint Safety Checks 
Mann Machine Bookkeeping 
Equipment 


trative budgets. And not only must this 
aggregate income be preserved for the pur- 
pose of being taxed, but it must be allowed 
to increase in the aggregate to provide for 
increasing demands upon government which 
are necessary with an increasing population 
and a correspondingly increasing budget. 
The estate and inheritance taxes as im- 
posed today are undermining the whole 
theory of a rational income tax policy. 
Every time an estate or part of an estate is 
confiscated by taxation, so much income- 
producing capital is turned over to govern- 
ment and is wholly withdrawn from a tax- 
able income-producing field, except insofar 
as a small portion of it may be spent on de- 
velopment contracts from which a very small 
part of the income may again be subjected 
to taxation and thereby recoverable by gov- 
ernment. On the same theory the wholesale 


exemption from taxation of certain municipal 
securities withdraws income-producing cap- 
ital from more productive enterprise, re- 
duces the distribution of taxable income and 
tends to raise the tax rates. 


New York Office: 261 Broadway 


Write for our booklets covering Office Stationery and Supplies, with prices. 
Or tell us what you want, giving quantities, and we'll gladly quote prices. 


All Mann Products are always guaranteed satisfactory. 
conditions of every sale we make. 


one of the 


We regard that as 


WILLIAM MANN COMPANY 
529 MARKET STREET 


PHILADELPHIA, PENNA. 


There are various ways which may be sug- 
gested of producing a more uniform and rea- 
sonable method of taxation of inheritance 
and estates, and the elimination of the Fed- 
eral estate tax would materially assist in 
stabilizing a rational income tax policy. Of 
the ways of adjusting the state methods, the 
following have been suggested: 

1. A limitation by Congress on the right 
of a state to tax a decedent’s property when it 
is outside of its territorial jurisdiction and 
the prevention of a tax on its transfer in the 
state of residence of the decedent, and the 
prevention of a tax on the “right to receive” 
the property when it has already been taxed 
in another state. (This method may be sub- 
ject to constitutional limitation.) 

2. A compulsion by Congress of a reci- 
procal credit in the state of residence of a 
decedent for taxes paid in another state on 
property of a decedent in that state. (This 
again may be subject to the question of a 
constitutional limitation.) 

3. A uniform inheritance tax or estate tax 
law with reciprocal credits to be adopted by 


Established 1848 


Paper Mills: Lambertville, N. J. 


the various states with a spirit of comity 
and reciprocity. Such a law should prevent 
the duplication of taxes. (This might be 
slow of adoption, but is subject to no con- 
stitutional limitations.) 

Complications may arise in the administer- 
ing of such laws as are suggested, but they 
can be no more complicated than the present 
laws, and present conditions demand that 
some step be taken before more damage is 
done and before the well-worn phrase of 
Chief Justice Marshall “that the power to 
tax is the power to destroy” evolves into a 
past reality. It is important, too, that the 
delays now incident to closing or distributing 
an estate be given serious consideration in the 
adoption of any form of law which is to be 
at all progressive. 


The more widely the Protective Section 
of the AMERICAN BANKERS ASSOCIATION 


JouRNAL is read in the bank, the less liable 
is the bank to losses at the hands of crooks 
who make a specialty of financial institu- 
tions. 
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AGAINST ODDS 


Since the adoption of the Federal 
Reserve System only such city 
banks as could meet or improve 
upon the excellent collection ser- 
vices thus provided by law could 
hope to hold a fair share of their 
out-of-town bank deposits. 


The first instalment of reserve was 
deposited with the l’ederal Reserve 
Banks on November 16, 1914; the 
first checks were accepted for col- 


lection from member banks 
June 15, 1915. 


Compare, then, the item “‘Due 
to Banks’’ (bank deposits) as 


shown by published statements 
of this bank: 


June 30, 1914 $23,710,000 
June 30, 1924 30,652,000 


Only the excellence of our service 
could have achieved this note- 
worthy result. 


PHILADELPHIA 
NATIONAL 


BANK 


Capital, Surplus, and Undivided Profits, $16,800,000 


Call Money 


(Continued from page 71) 


is considered. Automobile production was 
overdone during the early months of the year, 
the late spring hampered sales, and present 
schedules are much curtailed although the 
summer months are usually near the spring 
peak. Textile mill activity has been de- 
clining since December and is around 50 
per cent generally, and building construction 
has fallen off sharply during the last three 
months. Leather tanners are operating 
at only 40 to 50 per cent of capacity, and 
shoe production is running about 15 per 
cent below last year. 

The organization of distribution, however, 
has not experienced any such slackening, 
speaking generally. Railroad traffic has been 
very well maintained, and although freight 
loadings have averaged slightly below last 
year’s volume, they nevertheless are much 
ahead of any other year. Furthermore, the 
decline has been principally in iron ore and 
in coal, while shipments of merchandise 
freight have been quite up to last year. Lo- 
cal retail sales have been in large volume, 
particularly in the case of the great chain 
store and mail order houses, which are able 
to operate on a narrower margin of profit 
than is the small retailer, and to make money 
even in a period of keen competition and de- 
clining prices. Some will say that retail 
trade has been forced; that is, merchants 
have resorted to special sales and price cut- 
ting, but the important point is that the 
goods have kept moving into consumption 
and have not accumulated in the hands of the 
producers, as they did in 1919-20. 

A fourth major influence on the money 
market has been the excess of United States 
Treasury receipts over expenditures and the 
retirement of various government obliga- 
tions. The public debt of this country was 
at its peak on Aug. 31, 1919, at $26,597,000,- 
000, and on June 30, last, was down to $21,- 
251,000,000, a reduction of $5,300,000,000 in 
the period and $1,000,000,000 last year, ac- 
complished by the program of rigid economy 
and budget control of government adminis- 
tration, combined with the payments received 
from foreign governments as principal and 
interest on war loans. This five billion 
dollars which has been released by the gov- 
ernment has become available for business 
purposes. 

These four great influences—the addition 
to our wealth from the prosperity of the 
last two years, the continued flow of gold 
into this country, the slackening of business 
and the government’s retirement of 20 per 
cent of its war debt could have but one con- 
sequence to banking. Working capital and 
credit have accumulated, and interest rates 
have fallen as the result. 

Attention is called to the fact that the 
accumulation of credit has not had an outlet 
in foreign loans to any large extent. In nor- 
mal times the money would be transferred 
abroad where rates are much more attractive, 
but due to the unsettled conditions throughout 
the continent and especially the lack of sat- 
isfactory currency systems and to the repara- 
tions question and the possibility of capital 
taxes, the credit has not been used in foreign 
financing, but has continued to back up in 
our own markets. 


| 
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Money Market Outlook 


OW as to the future and outlook. How 

long are we going to have the present 
cheap rates? How many months’ maturity 
should a bank be willing to grant on loans 
at present rates? 

They are nearly starvation rates for some 
bankers, inasmuch as there is only a very 
small spread between the income one can 
receive on first class paper and the rates 
being paid out on desposits. Of course, a 
bank can secure a 5 or 6 per cent yield from 
many good investment securities, but no com- 
mercial banker should tie up a large por- 
tion of his assets in long time investments. 
They may be all right for a savings bank, 
but not for a commercial bank, whose de- 
posits are payable on demand and which 
may be called upon any day for funds for 
commercial purposes. 

The causes that will make rates go up 
again are simply the reverse of those that 
made rates go down—a large accumulation of 
capital combined with large gold importa- 
tions, against a slackening in business. 

There will be no immediate changes in 
this new capital—it is real and cannot be 
used up for some time, unless through some 
unusual cause, such as war or earthquake. 

The gold stock, likewise, seems to be 
quite satisfied to stay where it is for the 
time being and has not yet started to flow 
away, although this has been expected ever 
since the war. 


Business to Pick up ? 


HE business curtailment—when will it 

end? No one can set the day for the 
recovery or when business will turn the 
corner, although there have already been 
many forecasters and statisticians and eco- 
nomic services that have attempted to do 
so. Early this year some people said that 
the turn would come in the spring. It did 
not, and others set the date as the mid- 
year, while some prophesied that the business 
recovery would come as soon as the political 
conventions were over. 

Business activities depend on the supply 
of goods and the actual demand for them 
—effective demand, that is, meaning not only 
the wish for the goods, but the money to 
pay for them and the readiness to purchase. 
We have a mixture of factors, some relat- 
ing to factories and raw material and goods 
on hand, and others to wages being re- 
ceived by workers and their general feeling 
—a psychological factor. With these num- 
ber of influences, no one is wise enough to 
name the day of the general recovery, be- 
cause some of the factors are always chang- 
ing. Besides there can be no simultaneous 
recovery in all lines, because some lines 
will readjust themselves and speed up be- 
fore others will; some concerns are making 
money while others are losing it. 

It is safe to say, however, that a sub- 
stantial recovery will come in the major 
lines as soon as present stocks of goods are 
used up. In some lines, steel, for instance, 
production has fallen from 90 to below 50 
per cent, but consumption has not declined 
in corresponding degree. The leather in- 
dustry has learned, after long experience, 
to adjust its production to the demand. Other 
industries have refused to do this—they have 
increased their production to capacity so as 
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to lower costs and meet competition, with 
a result that every month the production 
has been ahead of shipments, finished stocks 
have piled up, the inevitable price wars have 
started and profits have disappeared. For 
these lines it will not suffice to merely hope 
that “general business will pick up in the 
fall.” They will have a more difficult task 
to get themselves back into a sound position. 
Among some lines, also, we have a further 
trouble of wage and price relations that are 
on an absolutely unnatural and unfair basis 
and which hamper the proper working and 
prosperity not only of these lines but of 
the whole industrial machine. These read- 
justments must be made and will be made, 
but it is to be feared in some instances it 
will come only after strife and long time. 

Thus we see that the degree of business 
activitity is one of the most immediate in- 
fluences on call money rates. 

Regardless of the expansion of business, 
which will again take up a large volume of 
credit, and of the usual demands for crop- 
moving in the late summer and for routine 
trade next fall, all of which would be 
expected to produce a hardening of rates, 
the foreign outlook would seem to be the 
more determining factor. So great has now 
become our stock of gold and the possible 
credit based thereon that any domestic re- 
quirements within reason can be of but minor 
influence. 

We must look to the employment of this 
credit outside of our own country and to 
the shipment of gold outward if we would 
solve the larger aspects of the problem. 

It is apparent, therefore, that money rates 
here may be expected to remain low for 
some time to come, and that the situation 
is too large to be governed merely by the 
state of our domestic production and trade. 


Surplus Funds Loaned 


HERE is one point, however, that 

should be emphasized again — funds 
loaned “on call” are surplus funds. In other 
words a bank takes care of its regular com- 
mercial demands for credit first, then if 
there is any surplus remaining it may loan 
it temporarily on call. Commercial require- 
ments have the prior claim. When “call” 
rates have occasionally in the past gone up 
to 10 or 15 per cent for short periods, some 
people believed that New York banks and 
even country banks were lending these funds 
on the Exchange at high rates to further 
stock speculation, instead of taking care 
of the commercial demands at home. Such 
is positively not the case with any bank of 
standing. The big banks are reluctant to 
lend funds in such periods of money strin- 
gency, for they have just as severe demands 
made upon them by their own customers 
as any of the smaller banks. Usually at 
such a period the general flow of funds is 
away from New York. When the big banks 
do loan a limited amount of funds at these 
unusual rates, it is not so much to make 
a high rate of interest for a few days as it 
is to keep the rates from going still higher, 
with the consequent danger to security and 
commodity prices and credit, as it might 
do if no more “call” money were available. 
High “call” rates work their own remedy 
if only left to themselves, by acting as a 
check on speculation and reducing the amount 
of money borrowed for that purpose. 


YALE Protects 
the bank 


and the customer 


LL these keys have their 

part in the security of 

the Yale Changeable Key 
Safe Deposit Lock. 


Give your bank that pro- 
tection. 


When the guard key is 
inserted, the customer's key, 
selected at random in a 
sealed envelope, sets the 
lock. That box cannot then 
be opened by any key ever 
held by a former renter. 


A turn of the Manager's 
key when the box is given 
up destroys the setting and 
the lock is ready for a new 
renter with a new key and 
a new combination. 


For your bank specify: 


Yale Triple Time Locks 


Yale Side Shaft 
Combination Locks 


Yale Safe Deposit Locks 


The Yale & Towne Mfg. Co. 
Stamford, Conn., U. S. A. 


Yale Made is Yale Marked 


~YALE-| . 
| 
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This Company looks for no busi- 
ness at the risk of disturbing well- 
established and satisfactory 
relations with other institutions. 


An important feature of its busi- 
ness, however, is handling the 
accounts of large commercial, in- 
dustrial and public utility concerns 
in different parts of the country 
whose operations are so extensive 
as to require supplementing local 
banking facilities with an account 
in a New York institution. The 
resources, organization and con- 
nections at home and abroad of 
the Bankers Trust Company en- 
able it torender a complete financial 
service. 


COMPANY 


NEW YORK 


ii 


SUPPLEMENTING LOCAL 
BANKING FACILITIES 


PARIS 
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Dollar Takes to 
Wings 
(Continued from page 78) 


erated in all kinds of weather, they man- 
aged to move the mails. The pilots are fore- 
warned of storms by radio and manage to 
surmount them. To guide the planes at 
night, beacons equipped with lights of tre- 
mendous powers for casting their beams 
through the dark gloom dot the 885 miles 
between Chicago and Cheyenne. Beacons, 
having five hundred million candlepower 
lights, are located every 200 miles, while 
stations, with beacons of 5,000,000 candle- 
power, are located every twenty-five miles. 
Landing fields on the night stretch are only 
three miles apart, so as to offer a safe 
refuge for a disabled plane. 

There are three classes of items that 
banks send out for collection—checks, drafts 
payable on sight and demand, and notes and 
drafts, payable on the date of maturity. 

Only checks are materially affected by 
the element of time, because banks can antici- 
pate the date of payment of notes and drafts 
falling due on a certain day, while the vol- 
ume of drafts, payable on sight or demand, 
is relatively small because the usual sight 
draft has the bill of lading attached and 
must await the arrival of the cars before it 
can be honored. Thus the genius of speed 
centers around the clearance of checks. 


Few Checks Over $1000 


FFICIALS of the Federal Reserve 

Board have found, after making a care- 
ful survey of the size of checks, that three- 
quarters of all checks cleared are under 
$50. Only 13 per cent range above $100, 
and the number of cash items of more than 
$1,000 is rather small. 

The Federal Reserve Bank and bankers at 
large are inclined to regard the air mail from 
the standpoint of utility—and not from the 
angle of the romanticist who glories in the 
thought of what a far cry the covered wagon 
and stage coach are from the meteoric air- 
plane. The postage charge on mail consigned 
to the air mail is many times the rate on 
the fastest trains. If the Federal Reserve 
Board utilized the air mail for the 
transmission of all checks, its postal 
bill would go soaring, and inasmuch as 
this is one of the free services rendered 
to member banks, it would derive no profit 
from the change. If only the large items 
were sent by the air mail, the assortment of 
the checks by values would mean more 
clerical work, and this would raise the 
question of whether the gain were greater 
than the new expense. Doubtless this is 
one of the angles of the service that the 
reserve banks are exploring before they is- 
sue their circulars covering the use of the 
air mail by banks. 

What the leap of science in creating the 
transcontinental air mail means in a finan- 
cial way has been the subject of numerous 
estimates. All of them have been based 
on the premise that while checks, negotiable 
paper and money are in transit, they are lost 
to the use of people. The saving of time 
has been translated into the “saving” of 


August, 1924 


AMERICAN BANKERS ASSOCIATION JOURNAL 


money, representing the interest on the sum 
that is in the course of collection. 


How Savings Were Estimated 


HE Aeronautical Chamber of Commerce 

of America presented a table showing the 
check transactions between the Federal Re- 
serve Bank of New York and Federal Re- 
serve banks or branches in eleven cities. 
The annual interest on the “amount saved 
if two and three-day collections points were 
changed to one day” was figured to be $809,- 
589. Here is how this “saving” was esti- 


mated : 
Annual Amount 


Federal Reserve Annual Check Trans- of Interest 
Bank actions to and from “‘Saved’’ 
Cleveland ....... 1,000,000,000 136,986 
600,000,000 82,192 
500,000,000 68,493 
450,000,000 61,644 
New Orleans 150,000,000 41,096 
Kansas City . 280,000,000 76,712 


It should be noted that the amount of 
interest saved annually is predicated on 
making collection points, now reached in 
two and three days, one-day points. New 
Orleans and Kansas City are three-day 
points, while the proceeds of items sent to 
the other cities are available after the lapse 
of two days. 

Taking Chicago, a similar chart was pre- 
pared, showing that the use of air mail 
would reduce the time of the “float” so as 
to “save” $10,289,000. annually, on which 
the interest charge would be $504,450. How- 
ever, here again, all cities, except Helena, 
El Paso, Houston, San Francisco, Seattle, 
Spokane, Portland, Salt Lake City and Los 
Angeles were listed as one-day points on 
the time schedule and the nine aforementioned 
cities were put in the two-day class. As is 
readily understood, the “savings” were esti- 
mated and based on the establishment of a 
network of air mail lines, extending to the 
South and to the New England area. 


New Trend of Business 


OLONEL HENDERSON asserts that 

the Postoffice Department is more con- 
scious of the modern demand for speed than 
bankers imagine. 

“The trend of many lines of business has 
been toward operating through scattered 
branches from the central executive office,” 
he said. “The expansion of advertising has 
transferred the sales market from a local 
to a national field. And banking, anticipat- 
ing these changes, has passed into that period 
which makes it imperative, for sheer reasons 
of saving money, to save time in every con- 
ceivable way. Thus the bankers have tele- 
graphic balances, courier services, and have 
availed themselves, particularly on transac- 
tions between the larger cities, the fastest 
railroad trains. 

“If it is true that time is the genius of 
banking—that checks, negotiable paper and 
money in transit are, for the time of their 
transit, lost to the use of people, then most 
certainly this new service, which will save 
from two to three days on coast mail and 
vary lengths of time in other connections, 
will be of practical help. On the westbound 
trips the airplanes cover the 2680-mile span 
in 34 hours and 45 minutes. Flying east- 
bound the elapsed time is only 32 hours and 
5 minutes. The fastest railroad time ranges, 
according to connections, from 96 to 120 
hours. 


Cabinet work like fine furniture 


For your banking room and directors’ 
room, the cabinet work should be perfect 


N this magnificent room, 
the private office of Mr. 
. K. Lilly, president of 
Eli Lilly & Company, the 
walls and ceilings are pan- 
eled black walnut, beauti- 
fully matched, dull-rubbed 
to rich, dark beauty. The 
cabinet work is done in the 
spirit and with the crafts- 
manship of fine furniture. 
Over the mantelpiece, in- 
stead of the conventional 
picture, a magnificent 
crotch-walnut panel lends a 
distinctive charm. 


Your banking room, your 
directors’ room and your 


MAAS 


officers’ rooms deserve fine 
cabinet work. They deserve 
cabinet work done by 
craftsmen like these of ours 
who know only one way to 
do things — slowly, care- 
fully, painstakingly and 
right. 


Your contractor knows the 
supreme importance of 
good cabinet work. He 
knows the kind of work we 
do, from the splendid jobs 
we have done. Let us fig- 
ure on your work and quote 
you a price based on work- 
manship and genuine qual- 
ity. 


-NEIMEYER 
LUMBER COMPANY 


921 East Twenty-first St. 


Write for an interesting portfolio of jobs we have done. 


INDIANAPOLIS, IND. 
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Caldwell & Co. 


INVESTMENT BANKERS 
1201 Union Street 
Nashville 


Southern Municipals 


Bought — Sold — Quoted 
Liberal concessions to banks 


Orders executed on 
New York and Chicago 
Stock Exchanges 
Private wires New York and Chicago 


A leading authority on all forms 
of investments throughout the South 


Announcing 


MOODY’S 
Public Utilities 


for 1924 


New ready for delivery. 
Used by thousands of 
banks, this volume contains the 
latest and most authoritative 
information on 2,500 public 
utility companies, with de- 
scriptions and ratings on 6,500 
bond and stock issues. 


Of the four annual Rating 
Books, the Industrial, Public 
Utility and Government and 
Municipal volumes are now 
ready., The Railroad Book will 
be issued in September. Orders 
should be entered immediately 
to ensure prompt delivery. $80 
the set, or $20 a volume. 


MOODY’S 


Investors Service 
JOHN MOODY, President 
35 Nassau Street, New York 


CHICAGO BOSTON 
PHILADELPHIA LOS ANGELES 


Tae Greenbrier 


WHITE SULPHUR SPRINGS, West Virginia 


You need two weeks of “two 
thousand feet up ”’—two weeks of 
clean, sweet, life-giving air on top 
of the world. Two weeks of moun- 
tain golf and tennis—and pine-car- 
peted mountain trails. Two weeks 


of dry cool nights for deep refresh- 
ing sleep.And two weeks of Virginia 
social charm and Virginia hospi- 
tality to treasure fifty weeks of the 
year. Booklet a d information on 
request. 


Thornton Lewis, Pres. Fred Sterry, Managing Director Harry Tait, Manager 


W. S. S. Water 
A Natural Laxative Intensified 


America’s 


Morning Drink 


“The air mail schedule calls for stops 
of 15 to 20 minutes, making possible the 
interchange of mail with the railway mail 
service. Our traffic experts are now en- 
gaged in further coordinating the two ser- 
vices so that, with certain adjustments in 
preparation, it will be possible to assure a 
closely knit combined service in the belt 500 
to 100 miles north and south of the line 
of flight and including such important cities 
as Boston, Philadelphia, Baltimore, Wash- 
ington, Pittsburgh, Buffalo, Cincinnati, In- 
dianapolis, Louisville, Detroit, Milwaukee, 
Minneapolis, St. Paul, St. Louis, Kansas 
City, Denver, Los Angeles, Portland and 
Seattle. For wherever a letter can travel 
for 300 miles or more by air on its journey, 
its ultimate delivery should be proportionately 
quickened. 


Flying at Night 


sas el is quite feasible, even now,” says Col- 
onel Henderson, “to reach Denver 
from Chicago between business days. Air 
time from Chicago to New York is 8 to 10 
hours, as against 20 hours by train. Between 
Chicago and Salt Lake City letters have been 
flown in 20 hours, from the desk of the 
sender to the desk of the recipient, as con- 
trasted with three days by train. The crux 
of the whole air mail operation across the 
continent is the ability to fly at night. We 
have proved conclusively that night operation 
is practical. It is entirely feasible to operate 
aircraft at night between any two important 
cities where the distance is practically 1000 
miles. It is quite possible to bring mail from 
Chicago to New York while the banker 
sleeps. This we can and will do if the 
banker wants it done.” 

Representative Clyde Kelly of Pennsyl- 
vania, who took a prominent part in the 
championing the air mail, has the vision of 
an even greater “saving.” 

“It is estimated that the transportation of 
funds in one form or another to be distrib- 
uted throughout the industrial centers be- 
tween New York and San Francisco amounts 
to $300,000,000 a day,” he stated. “If half 
of this can be released by the night air 
mail, there would be $150,000,000 a day—or 
$45,000,000,000 a year available for con- 
ducting business that is otherwise constantly 
out of circulation. A network of air mail 
lines of this same character throughout the 
country would release, it is estimated $300,- 
000,000 a day—an enormous sum even in a 
country as rich as the United States.” 


Capitalizing a Novelty 


— innovation in postal communication 
has not been allowed to pass without 
the alert profiting from it. 

One of the New York stock exchange 
houses has used the air mail to send its mar- 
ket advice to customers. The new service 
is reported to have stimulated business, pre- 
sumably because the clients appreciate the 
last-minute counsel. 

A Cleveland aircraft maker employs the 
air mail as much as possible for the post- 
ing of all correspondence. Stickers urging 
the use of the new service decorate all let- 
ters. 

Other enterprising stunts have been under- 
taken by various interests along the trans- 
continental line, but the Postoffice Depart- 
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ment is anxious to have business and banking 
regard the air mail as a safe, sure and swift 
carrier instead of a novelty. 

It is happy to think of romance and profit 
bonded together. But the gist of the whole 
thing—from the viewpoint of the banker— 
is this: The real value of the service to 
the banks will come only after the service 
has proved itself sufficiently reliable to war- 
rant the Federal Reserve banks in reducing 
the lapse of time for credit where items 
are forwarded by air mail. 


How Heavily 


(Continued from page 72) 


same rule for my bank or some bank in a 
southern city that-you would for a New 
York bank? I am certain all will agree with 
me when I say, no. So it can be seen that 
the answer to this problem does depend upon 
the location, the size and the general char- 
acter of a bank’s business. a 


The Kind of Bonds 


r= it not also depend upon the kind of 
bonds that can be had at satisfactory 
prices? We would not advise a bank client 
to buy long-term, high-priced bonds. Eco- 
nomic conditions are continuously changing. 


‘Today, we have a period.of apparently rising 


bond prices, due to lack of expansion in busi- 
ness. Banks, business houses and individuals 
all have funds for investment. The great 
banking problem of today is to keep funds 
working, but shall we overload a bank with 
bonds, and shall we continue to do this just 
because call money has ranged at 3 per cent 
and under while prime commercial paper is 
at 3% per cent? 

Under conditions as they are today, with 
perhaps higher prices for securities in sight, 
the chances are that a bank can safely buy 
more bonds than usual, but there will come 
a time when bond prices are really high. 
Should a bank buy bonds at such a time, or 
should it continue to hold bonds at such a 
time—bonds which it may have purchased at 
lower levels—and then see them shrink in 
value with a new expansion of business? 

Almost every bank can look back a few 
years and see a time when its bonds were 
carried at figures showing big losses if it 
were forced to sell. Banks should protect 
themselves against such contingencies, and 
the only way out is not to carry large bond 
accounts when bonds are selling at high 
prices. 


You will be interested to know that the 
Comptrollers’ report for 1923 showed only 
one failure of national banks in 1923, due to 
depreciation to bonds alone, with but three or 
four others where depreciation in bond ac- 
count was a contributing cause. 

For these reasons I base my conclusion 
that the bond investment problems of banks 
are not general but depend upon each bank’s 
requirements, and that those requirements 
change with changing economic conditions. 

If these conclusions are correct, then our 
problem of proportion of bonds to deposits, 
as bank men, must be worked out in accord- 
ance with the necessities of our various situ- 
ations, and as bond men, our duty to our 
clients is to study the needs of our clients. 


and a Good Return 


HERE is no'substitute for the safety 

ofaninvestment. If safety is lacking, 
investment ceases and speculation 
begins. The safety of an investment 
depends upon what is back of it. 


American Telephone and Telegraph 
Company stock, of which over 
$748,000,000 par value is now out- 
standing, is based on the company’s 
substantial ownership in Bell System 
properties; is backed by tangible 
assets in these properties of approx- 
imately twice its par value; and is 
held by more than 300,000 people. 
The telephone service supplied by 
these properties is unique and essen- 
tial to social and business life and its 
value exceeds the price paid therefor. 


The earnings of the Company come 
from its own operations, from its 
ownership in Bell System properties, 
and from other investments, and 
not being dependent on any one 
company or any one section of the 
country, are thus assured of stability 
and are virtually independent of 
depression. 


A.T.&T. Company stock pays 
9% dividends. It can be bought 
in the open market to yield 
over 7%. Write for pamphlet, 
“Some Financial Facts.” 


SELL TELEPHONE 
SECURITIES CO. ke 


D.F. Houston, President 


NEW YORK 
“The People’s 


Messenger’’ 


195 Broadway 


— 
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To A Bank 
That Wants More 
Good Business 


GRADE 

SURGLAR 

OALARNL 


Sound - thinking, experi- 
enced new-business man- 
ager, well versed in 
successful methods for 
producing desirable com- 
mercial and savings de- 
positors, wants connection 
with progressive bank or 
trust company. 

Former connections in N. 
Y. City but prefer city of 
half-million or more. Clean 
record, dependable _refer- 
ences. Salary $6000. 


Address: J. K., this office 


American Bankers Association Journal 


Approved eed Luted by the 


THE HIGHEST 


THIS !S THE HIGHEST GRADE Sys- 
TEM REQUIRED BY THE INSURANCE 
UNDERWRITERS AND THE HIGHEST 
GRADE SYSTEM PASSED AND LISTED 
BY THE UNDERWRITERS LABORA- 
TORIES, INC. 


WE HAVE MORE 
COMPLETE ELEC- 
TRICAL LOCAL 
BANK BURGLAR 
ALARM SYSTEMS 
THAN ALL OTHER 
COMPANIES COM- 
BINED. 


“THE OUTWARD SIGN 


OF INWARD SECURITY" 


SEND TO US FOR INFORMATION ABOUT 


VAULT CLASSIFICATIONS 


O. B. MCCLINTOCK CO. 


PAID UP CAPITAL MORE THAN $400,000.00 


MINNEAPOLIS, MINNESOTA 


30 CHURCH ST. 
NEW YORK 


647 SANTA FE AVE, 
LOS ANGELES 


COPYRIGHT 1924 0. B. MCCLINTOCK CO. 


Vice Presidents 
Bank Examiners 
and Cashiers 


A large national investment bank- 
ing organization has at this time 
openings for men of real abilit 
in their sales organization, pref- 
erably in Illinois, Indiana, is- 
consin and Michigan. Bank 
cashiers and bank officers by 
their training and experience are 
particularly well adapted to this 
field, as proven by several out- 
standing successes in our own 
organization. 

If you are over 25 years of age, 
energetic, intelligent and eager to 
work in a dignified, high grade 
business, write us giving history 
of business experience and edu- 
cation. Letter will be kept in 
strict confidence. Address: Box 
415, this Office. 


American Bankers Association Journal 


R. L. Thornton 
President, Texas Bankers Association 


Wayne Hummer 
President, Illinois Bankers Association 


State Banks on Federal Reserve 
(Continued from page 81) 


Federal Reserve banks has been and is to 
make the facilities of the Federal Reserve 
bank available without discrimination to all 
member banks, whether located in large, me- 
dium or small places. Obviously some of 
the services rendered by the Federal Re- 
serve banks are of more importance to banks 
in the large centers than to those in the 
country towns and, on the other hand, some 
of the services rendered are of more impor- 
tance to the institutions in the small commu- 
nities. The Reserve banks are well adapted 
to give service to both types of banks, 
and our impression is that their services and 
facilities are being well apportioned among 
all classes of banks. It is true that some of 
the paper handled by the country banks is 
not eligible for rediscount by the Federal 
Reserve banks. The establishment of the in- 
termediate credit banks has, to a measurable 
extent, offset this handicap however, and the 
criticism is not as pertinent as it was a few 
years ago. 


The Former Members 


6 EMBERS once, but withdrew.” 

Withdrawal from the Federal Re- 
serve System is made easy for member banks 
by the Federal Reserve Act and Regulations 
of the Federal Reserve Board. We are in- 
formed that the number which have with- 
drawn voluntarily is very small and due, in 
most cases, to particular circumstances af- 
fecting the individual institution. The num- 
ber of members added to the System has been 
greater than the number of voluntary with- 
drawals. 

“Complaint against fifteen day paper, or 
paper not eligible, or direct borrowing privi- 
lege not useful.” 

Some banks have commented unfavorably 
on the limitations to. fifteen days placed on 
loans by the Federal Reserve banks on 
the promissory notes of their member banks. 
It should, of course, be understood that the 


Federal Reserve banks can rediscount cus- 
tomers’ notes of member banks having ninety 
days to run, or in the case of agricultural 
and live stock paper, having 9 months to 
run. The question of whether the restriction 
to fifteen days for member banks’ promis- 
sory notes is necessary or desirable, is one 
open to discussion, but inasmuch as this pro- 
vision of the Federal Reserve Act has been 
operative for a number of years past, we 
are disposed to assume that the member 
banks have not found it seriously objec- 
tionable. It would seem that if the mem- 
ber banks particularly desired to have these 
notes taken for a somewhat longer period, 
say thirty days, or even longer, an amend- 
ment to the act permitting this change might 
be obtained. 


Must Retain Liquidity 


AS to the question of eligibility of paper, 
the actual loaning operations of the Fed- 
eral Reserve banks have clearly demon- 
strated that, except in rare instances, mem- 
ber banks have either sufficient government 
securities or sufficient eligible paper to ade- 
quately meet their needs for borrowing at 
the Federal Reserve bank. In the few in- 
stances where this is not true it may be 
concluded that the institution is not a com- 
mercial bank, and its membership in the 
Federal Reserve System would, therefore, 
not be desirable from the point of view of 
the system itself, having in mind the neces- 
sity of keeping reserve funds liquid. Wide 
use of the borrowing privileges of the Fed- 
eral Reserve banks by member banks of all 
sizes and classes would appear to meet the 
comment as to the usefulness of the bor- 
rowing privileges. 


Relation to Government 


In the discussion of the Federal Reserve 
banks and their operations, undue emphasis 
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has frequently been placed on their relation 

to the government, and they are frequently 

fact they are not “government banks” in a OLD F 

true sense, but are corporations organized RE BES I 

under an act of Congress and owned en- 

ment does not hold a single share of their 

stock. The control of the banks’ operations " ‘. 

is also largely in the hands of the-member HEN you think of Buffalo think of the 

Reserve bank directors, the remaining one- 

third being appointed by the Government to 
respondents faithfully and with diligence for 

the public. 

The Federal Reserve banks, in addition to seventy-four years. 

the government, and in this capacity they 

must follow the instructions of the govern- 

ment in handling transactions which they MARINE j RI IST COMPANY 

understanding of this point should be gener- 

ally had, as many of the criticisms made 

based on a misapprehension as to their re- 

lationship to the government. 

Agriculture had been discriminated against 

and other industries favored in the matter 

period. However, as a matter of fact, the 

record shows the exact opposite to be true. 

During the period of greatest price decline BANCO DE PON i 

to April 28, 1921, rediscounts in the agri- 

cultural districts not only were not reduced 

while in the industrial and commercial cen- Cap ital and Surp lus: $885,000.00 

ters rediscounts were decreased 28 per cent 


called “government banks.” As a matter of 
tirely by their member banks. The govern- 
banks, who elect two-thirds of the Federal aa 
Old Marine” which has served its cor- 

represent the interest of the government and 
their other activities it is true, are agents of 
perform simply as agents. We believe that 
it is important that the fact that a clear of BUFFALO 
against the Federal Reserve banks have been Capital aad Surplus $20,000,000.00 

Several letters expressed the belief that 
of extension of credit during the deflation 
in agricultural products, from May 4, 1920, 

PONCE, PORTO RICO 

but were actually increased 56 per cent; 
—clearly indicating anything but discrim- 


Your collections on Porto Rico should 
ination against the former. be handled by an efficient organization 


with an intimate knowledge of the Island. 


More study of the warnings given in 
the Protective Section of the AMERICAN Correspondence Invited. 


BANKERS ASSOCIATION JOURNAL should re- 
duce the number of criminals who are op- 
erating against banks. 
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The Condition of Business 


Advances in Grain, Cotton, and Livestock Have Brought Agri- 
cultural Prices Into Better Relations With Manufactured Goods. 


Credit Expansion Reflected In Upturn In Securities. 


The Re- 


lation Between Stock Movements and Business Changes. 


HE course of business in July was 

featured by a further decline in in- 

dustrial activity in such basic lines 

as iron, steel and textiles to the low- 
est levels in more than two years, by a 
continuation of money rates at pre-war lev- 
els, and by further sharp rises in the secur- 
ity markets and in commodity prices, par- 
ticularly of agricultural products. 

The markets late in July gave no evidence 
that they were going through the usually 
dull period of mid-summer. There was 
a large increase in the volume of trading, 
both in the security and commodity mar- 
-kets, and it became a matter of daily occur- 
rence for financial writers to say that “new 
high points for the year were established.” 
Yet such was the case in stocks, in wheat, 
oats, corn and hogs, as well as in some ot 
the foreign exchanges; and while in other 
commodities, among them cotton and cop- 
per, the prices reached were not the highest 
for the year, yet they approached that point 
very closely. These gains were chiefly re- 
sponsible for a recovery in the general level 
of wholesale prices, the New York Fed- 
eral Reserve Bank’s weekly price index at 
the end of July standing at 151 per cent of 
the 1913 average, the highest since April 
and about 6 per cent above the June low 
point. The upturn in prices was regarded 


by some observers as evidence of the be- 
ginning of the inflationary tendency, which 
has frequently been thought to be a neces- 
sary sequence of our unprecedented gold 


supply. 
Rise in Farm Products 


N the basis of prices late in July, wheat 

was up nearly 25 per cent since the 
low point at the first of June and about 45 
per cent from a year ago, which marked the 
low point since the war. Corn reached 
the highest level since 1920, with a 44 per 
cent rise from an average price of 77 cents 
a bushel in May to $1.11 at the end of the 
third week of July, a figure more than 
double the price in the fall of 1921. Oats 
and rye were also higher. 


The first effect of higher corn on the 
market for hogs was a decline in prices, 
caused by heavy shipments to avoid the 
higher cost of feeding. In July, however, 
the effects of higher priced feed were ap- 
parent, the top price of $11.15 a hundred 
weight at Chicago on July 29 representing 
a gain of $3.80 in less than three weeks and 
the highest in nearly two years. 


The Crop Forecasts 


HE sharp rise in prices of farm prod- 

ucts reflected the markets’ interpretation 
of current crop news. In its July forecast, 
the Department of Agriculture placed the 
condition of the corn crop lower than ever 
before at this season, and notwithstanding a 
small increase in acreage planted, the in- 


IN MILLIONS 


1918-1922 1924 
Crop Unit Average 1923 July 
Harvest Harvest Forecast 
WERE Bushel 625 572 543 
Goring wheat Bushel 256 213 197 
Bushel 881 785 740 
nes Bushel 2,899 3,046 2,515 
Bushel 1,303 1,300 1,356 
Potatoes .........seeceeee Bushel 490 509 464 
Pound 1,361 1,491 1,294 


International News Reel 


The leading figures in the Allied Reparations Conference at London that probably 


paved the way for a huge loan to Germany. 


In the front row, left to right, are: 


American Ambassador to Great Britain Kellogg; Premier Theunis, of Belgium; 
Premier Herriot, of France; Prime Minister Ramsay McDonald, of Great Britain; 
Senator De Stefani, of Italy, and Baron Hayashi, of Japan. 
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dicated crop was smaller than last year by 
500,000,000 bushels, or one-sixth and one- 
eighth less than the average of the pre- 
vious five years. An unusually cold May 
followed by an excessively wet June indi- 
cated a late maturing of the crop, with 
consequent danger of damage by frost. June 
weather conditions, however, were favorable 
for the wheat, oats, barley and rye crops, the 
estimates for which were above the June 
figures, although, except in the case of oats, 
the yields were still expected to be lower 
than usual. 

In the case of cotton the Government 
report showing a distinctly less favorable 
prospect on July 16 than on June 25 was. 
followed by a further rise of 2% cents to 
35 cents, the highest since the first week 
of the year and more than 7 cents above 
the low point for the year, reached at the 
end of March. The following table shows. 
in greater detail the July forecasts of yields 
this year with the final estimates for 1923 
and with a five year average. 

Not only is the American wheat crop 
expected to be smaller, but the world crop: 
appears to be reduced. Reports from 11 
countries which last year produced about 
65 per cent of the world crop forecast an 
out-turn smaller than last year by 15 per 
cent, the largest part of the decrease being: 
in Canada. 
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International News Reel 


Thomas W. Lamont, American banker 

whose advice was reported to be 

sought as to security behind loan to 
Germany. 


Effects of the Rise 


T is difficult to make an estimate of 

the extent of the benefit to the agri- 
cultural districts from the strong markets 
for farm products. Unofficial sources esti- 
mate that the advance in June and July 
added from $1,000,000,000 to $1,500,000,000 
to the value of the crops, but this may 
be wide of the mark. But since prices of 
non-agricultural goods have shown smaller 
rises or have been stationary, it seems cer- 
tain that the purchasing power of farm 
products has come into better relation with 
other goods, and that the farming districts 
will be more prosperous this fall than for 
several years. 

Early reflections of this prosperity are 
found in increases in mail order sales, not- 
withstanding that July is usually the month 
of poorest business, and decreases in the 
number of bank failures in the Midlde West. 


Security Markets Strong 


_* for temporary firmness in call 
money and acceptances at the first of 
July, accompanying a shifting of funds in- 
cident to July 1 disbursements, money rates 
generally held at the pre-war levels reached 
in June, and in some cases there was a 
tendency toward even lower levels. As a 
result of the ease in money conditions, bond 
trading became active and prices moved 
higher, the Liberty 414 per cent issues reach- 
ing higher prices than ever before, while a 
representative average of 40 high grade do- 
mestic corporation issues rose about a point 
to close to the highest for recent years. 
Stock trading also became much more ac- 
tive, with the daily turnover continually in 
excess of a million shares. Prices continued 
to advance in vigorous fashion, representa- 
tive averages of industrial stocks recovering 
to their 1924 high points, while rail aver- 
ages in some cases reached the highest levels 
since October, 1922. 

The advances in stocks were in the face 
of the fact that current operations in many 
important industries were at the lowest points 
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in two years, while railroad traffic and earn- 
ings were running about 10 per cent lower 
than last year, and net operating income for 
the first five months of the year was equal 
to only 4.27 per cent on property valuation, 
as compared with a 5.75 per cent rate fixed 
by the Interstate Commerce Commission as 
a “fair return.” In the case of the rail- 
roads the advance reflected in part rumors 
of mergers, together with the refusal of 
the Commission to approve a reduction of 
10 per cent in freight rates on certain agri- 
cultural products, the Commission holding 
that the gradual improvement in agricul- 
tural conditions was removing the need for 
rate reductions, while western roads could 
not stand the decline in earnings. 


Stock Movements and Business 
Changes 


HERE has traditionally been a wide- 

spread disposition to regard an advance 
in stocks as forecasting improvement in gen- 
eral business conditions. The Cleveland Trust 
Company published a study recently compar- 
ing over a period of 33 years the course of 
bonds and industrial stocks with the percen- 
tage of the country’s pig iron blast furnaces 
in operation, which are taken as representing 
industrial activity in general. The average 
or normal of blast furnace operations over 
this period, taking good years and bad, is 
about 60 per cent. The study shows that 
stocks and bonds have both generally reached 
their low points when the blast furnace 
curve crosses 60 per cent going down, and 
that they have generally reached their top 
points when the blast furnace curve crossed 
60 per cent going up. In other words, se- 
curity prices have tended to reach their 
low points slightly before industrial opera- 
tions have touched their lowest ebb and to 
reach their peaks slightly ahead of indus- 
try. The dominant factor, however, in de- 
termining the course of stock prices, as well 
as bond prices, is held to have been current 
interest rates rather than the discounting of 
future business prospects. 

Perhaps a still more adequate test of this 
relationship would be furnished by a com- 
posite index of the total volume of trade 
or business, which would include not only 
industrial or manufacturing activity, but also 
distribution of goods through wholesale and 
retail trade channels, as well as general 
measures of business activity, as, for exam- 
ple, the volume of checks passing through 
banks. Such an index for recent years was 
published in the December, 1923, issue of 
this JouRNAL, and shows that in recent years 
at least there has rarely been any marked 
difference between the course of industrial 
stocks and the course of general business 
conditions. 


Influence of Ample Credit 


HE surplus of funds seeking employ- 

ment appears to have contributed very 
largely to the upturn in security prices 
which began in June. As pointed out by 
the Federal Reserve Bank of New York 
in its August Monthly Review, deposits of 
all reporting member banks were $1,250,- 
000,000 higher at the middle of July than 
they were at the first of March, which was 
approximately the low point for the year, 
and by far the larger part of the increase 


International News 


Col. James A. Logan, official observer 

of the United States at the Repara- 

tions Conference, who averted a crisis 
at one stage. 


occurred in New York City in the six weeks 
following the first of June. The rapid ex- 
pansion in bank credit is accounted for by 
a change in the relationship between New 
York City member banks and the Federal 
Reserve Bank. Up until June these banks 
had been almost continuously in debt at 
the Reserve Bank for many months, with 
the exception of a few brief periods. Under 
these conditions gold imports or other funds 
received were utilized to pay off loans at 


_ the Reserve Bank, and the funds were thus 


retired from circulation, without the crea- 
tion of additional bank credit and with but 
little effect on money conditions. 

But early in June the New York City 
member banks practically extinguished their 
indebtedness to the Reserve Bank, and there- 
after any gold or other funds received were 
added to their reserves, which during this 
period showed a net increase of $135,000,- 
000, despite the reduction in rediscounts. 
These increased reserves, capable under the 
law of supporting nearly ten times their 
amount in deposits (aside from usual cur- 
rency requirements) have found employment 
chiefly in loans on stocks and bonds and in 
investments in securities. 


The Business Outlook 


N June ratios of industrial operations de- 

clined further, and in such major lines 
as iron, steel and textiles were the lowest 
in more than two years and far below what 
might be considered normal levels on the 
basis of the experience of past years. Ac- 
companying this recession in manufacturing 
activity, factory employment declined an ad- 
ditional 3 per cent in June, making a net 
decline of about 10 per cent since March 
of this year, and bringing factory employ- 
ment to the lowest since the summer of 1922. 
Wholesale trade continued downward and 
was 11 per cent lower than a year ago, and 
in the New York district at least was at 
the lowest point in the past five years, for 
which comparative figures are available. De- 
partment store sales were also smaller than 
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a year ago, and chain stores showed de- 
creases in the volume of sales per store. 

While railroad shipments were consider- 
ably smaller in June than a year before, ow- 
ing to smaller loadings of all classes of 
freight, except grain and livestock, they 
compared favorably with the totals for 
this season in any other previous year, and 
the volume of checks passing through the 
banks was about equal to normal, having in 
mind usual seasonal variations. 

Late in July, moreover, there were some 
evidences of recovery in the volume of buy- 
ing and in production, and in some quarters 
the opinion was expressed that the decline 
in production from March to the middle 
of July had carried too far and that a pro- 
portionate upswing was to be anticipated. 
Other observers, however, while foreseeing 
some improvement in business as a result of 
the usual fall increases in inquiry for goods 
and services, reinforced by the improve- 
ment in agriculture, were not inclined to 
anticipate anything more than a normal vol- 
ume of business. 


Have Shortages Been 
Made Up? 


URING the war and post-war years, 

operations in many basic lines of in- 
dustry, including building construction, rail- 
way equipment and automobile manufactur- 
ing, were by necessity carried on at rates 
below normal, and it was the stimulus of 
these accumulated shortages which formed 
the basis for the high rate of business activ- 
ity of the past two years. 

There are at present many indications of 
greatly reduced pressure from these sources. 
Evidences of a change in the building ma- 
terials situation appeared in substantial re- 
ductions in prices of lumber, structural steel, 
plate glass and certain paint materials, which 
resulted in a decline of 4.2 per cent in the 
Department of Labor’s building materials 
index in June. In July there were further 
decreases in lumber and brick. 

The additions which the railroads made 
to their equipment in 1923 were sufficient, 
along with greater operating efficiency, to 
care for the peak of fall traffic last year 
and still leave a surplus of cars and locomo- 
tives, and in 1924 further equipment has been 
placed in service. . Traffic, however, has been 
running well below a year ago, with appar- 
ently a substantial reduction in the physi- 
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cal volume of the crops to be moved this 
fall. 

In the automobile industry the half year’s 
output of cars and trucks was nearly as large 
as a year ago, despite very sharp declines in 
May and June. Sales of cars were curtailed 
by the unseasonal weather during the late 
spring, leaving unusually large stocks in 
dealers’ and manufacturers’ hands. Recent 
reports from trade sources have indicated, 
however, a growing disposition on the part 
of manufacturers to adjust their production 
schedules more closely to consumer demand 
rather than on the basis of arbitrary quotas. 


New Sources of Stimulus 


_ advance in the value of farm prod- 
ucts, estimated at $1,000,000,000 or more, 
is expected to bring buying power to a sec- 


A. I. B. Convention 
(Continued from page 98) 


ing Conditions Under Modern Corporate 
Mortgages as Compared with Mortgages and 
Trust Deeds of the Earlier Period, by 
Charles H. Bowen, Vice-President and Sec- 
retary of The American Trust Company of 
Boston; Legal Questions Arising in Connec- 
tion with the Administration of Corporate 
Trusts, by Robert Mayer, Assistant Trust 
Officer of the Provident Trust Company of 
Philadelphia; An Accounting System for 
the Average Trust Company, by Henry Ver- 
delin, Assistant Secretary of the Minneapolis 
Trust Company of Minneapolis; Audit Con- 
trol of the Trust Department, by Earl I. 


-enjoyed it least since 1920. 


tion of the population which has perhaps 
It seems prob- 
able, however, that the effect on the country 
as a whole will be reduced by the extent 
to which the increase in prices must be 
borne by other groups in the population, as, 
for example, the factory workers, whose 
earnings in New York State alone are re- 
ported lower than in March by about $20,- 
000,000 a month. 

The prospects of putting into operation 
a workable plan for settling the European 
situation seemed improved at the end of 
July, a factor to which was attributed in 
part the rise of sterling exchange at New 
York to a new high for the year at over 
$4.41, contrary to the usual seasonal ten- 
dency. The far-reaching effects which would 
result from such a settlement are difficult 
to foretell. 


Vaughan of the Fidelity National Bank and 
Trust Company of Kansas City; Personal 
Trusts, by Wilfred L. Peel, Assistant Trust 
Officer of the Farmers’ Loan and Trust 
Company of New York; The Trust Depart- 
ment and the Branch Office, by Orrin R. 
Judd, Trust Officer of the Irving Bank- 
Columbia Trust Company of New York. 

The annual convention debate, “Resolved 
that the United States should grant imme- 
diate independence to the Philippines,” was 
won by the negative side, presented by the 
Kansas City chapter. The Portland, Ore., 
debaters argued in vain that the Filipinos 
should be given immediate self-rule. Earl 
I. Vaughan and W. E. Park composed the 
winning team. 


TREASURY STOPS SALE OF CERTIFICATES 


HE United States Treasury on July 15 
suspended the sale of Treasury savings 
certificates throughout the country. The 
sales of the securities had previously been 
suspended in eighteen of the western states 
because the bankers contended that the gov- 
ernment was offering a higher rate of inter- 
est than they could safely afford to pay on 
Savings accounts and were thus draining 
money from banks at a time that the banks 
could least afford the loss. 
Wide disparity between the interest rates 
on the savings certificates and the money 
rates was the reason assigned by the Treas- 


ury for the complete discontinuance of the 
sales. The Treasury savings certificates bore 
interest at the rate of 4% per cent com- 
pounded annually if held five years until ma- 
turity or 314 per cent compounded semi-an- 
nually if redeemed earlier. 

The banks contended that the government 
was an “unfair” competitor for money in 
offering such a high rate of interest on these 
certificates. At the time the Treasury ordered 
the sales discontinued, there were more than 
$400,000,000 in Treasury certificates out- 
standing. Almost $100,000,000 of the issue 
of 1924 had been sold. 
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